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THE SECOND INDUSTRIAL REVOLUTION 


THE thesis of this article is that the advanced industrial 
countries of the world are now in the first stage of a sweeping 
change of the methods and organisation of all their secondary 
industries, and that this new movement is likely to be comparable 
in its industrial, commercial and social effects with that series of 
changes which commenced in the latter half of ‘the eighteenth 
century and is commonly called the Industrial Revolution. The 
changes are coming about as the result not merely of the applica- 
tion of scientific knowledge to industry, which was, in fact, the 
last phase of the first industrial revolution, but of the use of the 
inductive method in the study of an industry, and individual 
concerns composing it, with a view to gaining facts and generalisa- 
tions which may serve sooner or later as the basis of the replanning 
of the productive process and plant. The essence of the new 
industrial revolution is the search for exact knowledge, and the 
planning of processes: from the minutize of manual operations 
(based on motion-study) to the lay-out of the machinery of a 
gigantic plant—even of a whole industry throughout the country. 
The trade and social results are to some extent different according 
to whether the industry is replanned and rebuilt under conditions 
of free competition or of monopoly; and in the latter case accord- 
ing to whether the monopoly is in private or public ownership— 
and absolute or partial. The effects upon wealth production and 
its distribution vary considerably according to the nature of these 
conditions; but it is arguable that one ultimate effect will be a 
stimulus to public ownership and operation of industries. 


The Beginning 


The movement appears to have had its origin in the union 
of three distinct trains of ideas, which evolved with their corre- 
sponding actions. Accountancy ceased to be a mere record of 
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past events and developed in the latter half of last century into 
an applied science designed to aid the business man in the policy 
of his operations (e.g. by determining the relative profitableness of 
different sections of a business, rates of amortisation, etc.) coinci- 
dently with the rise of the profession of chartered accountants. 
This led to the invention of cost accounts for factories so far back 
as the ’eighties. 

The second train of ideas originated amongst engineers, who 
applied the results of pure science in the effort to attain safety 
and economy in the construction of bridges and other works, and 
ships and boilers. Methods of rule of thumb, or trial and error, 
were replaced by exact calculations and measurements. These 
methods were of paramount importance in electrical engineering 
and gradually spread through mechanical engineering work also 
during the past forty years. 

Thirdly, there was ever-increasing competition amongst 
manufacturers and an ever-widening market. The great decline 
of prices from 1873-94 (in the United States from 1865-96) kept 
them busy devising ways of reducing costs; and mass production, 
which was devised in America and introduced into England in 
the ’sixties,! became a highly successful device in the new condi- 
tions created by falling prices. Many kinds of things were made 
in lots of hundreds or thousands at a time all alike, and with 
interchangeable parts, whereas the previous practice had been to 
make them in tens or hundreds. In certain industries mass 
production developed into continuous production, as in making 
sewing-cotton, paper, biscuits, watches, etc. Strictly speaking 
mass production merely means making a large number of articles 
exactly alike at one time for which special tools or adjustments of 
machines are employed; but in common speech it has come now 
to be synonymous with continuous production, which, of course, 
might be called ‘‘ continuous mass production.”’ 

The application of scientific ideas to the tasks of the mechanical 
workshop combined with cost accounting was responsible for the 
birth of scientific management. The date 1911, when Taylor 
published his famous Principles of Scientific Management, inaugur- 
ates a definite acceleration of the second industrial revolution. 
True, several firms in the United States were already familiar with 
his ideas and were using his methods, and Gilbreth was already 
applying the results of motion study; but from 1911 on the ideas 
became common property, and “live”’ engineers and enter- 


1 «“ American Engineering Competition, 1850-70,” by D. L. Burn; in Economic 
History Supplement to Economic Journat, Vol. II, No. 6 (1931), pp. 297-300. 
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prising owners of engineering works learnt how to apply them. 
Success was but partial, however, owing to difficulties with labour, 
mainly from the neglect of one of Taylor’s major principles. 

Then came the war and its enormous demand for standardised 
munitions. Everywhere plants were reorganised on the basis of 
continuous production with Government-controlled cost accounts. 
Besides the Taylor ideas, welfare work and industrial fatigue 
research received a great impetus and general acceptance in 
engineering and other industries. Co-ordination of production 
in a number of different plants was secured by a Committee under 
the Ministry of Munitions. Striking progress was made with the 
introduction of automatic lathes and machine tools, several being 
in the charge of one worker. 

The tendency to price rings, cartels and amalgamations in 
England was becoming marked before the war; but in Germany 
the movement had advanced further. In both countries war 
needs and measures tended to promote co-operation _ between 
producers in the same industry; and the habits of thought so 
generated persisted and have led to price agreements and 
amalgamations being a common feature of British industry, as of 
other European countries. 


Rationalisation 


In the after-war reconstruction the importance of the new 
American methods—continuous production, specialisation, the 
replanning of plants, adoption of Taylor’s principles and methods, 
personnel management and industrial psychology—was more 
widely recognised by German industrialists than by English. A 
great movement of reorganisation of industry on the new bases 
of efficiency commenced, and a few years later came to be known 
as “rationalisation.” This term is appropriate because the 
transformation of industry which it denotes is based on reason 
throughout, being a replanning of equipment and labour methods 
on the basis of observations and estimates having a scientific 
basis. There appear to be five features essential to the rationalisa- 
tion of an industry :— 


(1) Amalgamation or unified control of companies and 
elimination of weak concerns, so as to secure control of the 
market, and thus facilitate on the basis of monopoly profits 
the raising of the large amount of new capital necessary ; 

(2) Specialisation of plants and their re-equipment so as 


to reap the maximum economies of large-scale production, 
B2 
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both in respect of machinery and of organisation; and the 
building of large new plants for products in the manufacture 
of which the utmost economy can be reached only in this 
way ; 

(3) The planning of each plant for continuous production 
with specialised machines and tools ; 

(4) Specialised management, largely functional, including 
careful buying, grading and mixing of raw materials ; 

(5) Perfection of manual operations on the basis of time 
and motion studies, with necessary instruction. 


All these are ways of reducing either prime or supplementary 
costs: their relative importance varies according to the product 
and prevailing conditions. 

It is a matter for regret that the term rationalisation should 
have come widely into use in this country, though its implications 
are but little understood. Even economists must be blamed for 
having sometimes used the term with looseness or ambiguity. 
Particularly objectionable is the phrase “ financial rationalisa- 
tion,’ meaning no more than financial reconstruction: writing 
down book assets, carrying through amalgamations and raising 
new capital, without necessarily involving the physical improve- 
ment of plants. 


Specialisation 


Rationalisation implies control over practically the whole of 
the industry in the country, whether that be gained by the 
commercial method of the large and enterprising capitalist 
dominating and buying up the smaller, by voluntary combination, 
or by State intervention. Specialisation, although an essential 
measure for real success in rationalisation, is also increasingly 
adopted in industries open to free competition on account of the 
great opportunities of profit which it provides when followed with 
boldness and circumspection. Amongst the dozens of examples, 
mainly American, the one outstanding is the business of Henry 
Ford. He diagnosed correctly an almost universal want, and 
with the utmost boldness set out to supply it by continuous 
production in a specially built plant. 

Specialisation is from the theoretical point of view merely the 
best way of carrying the realisation of the economies of large- 
scale production to its logical conclusion. Doing so, however, 
involves a good deal more than is generally realised. The manu- 
facturer, or producer of any kind, makes up his mind to produce 
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one kind of article only, instead of a range of various articles 
usually considered as belonging to the same trade. Take, for 
instance, the old-fashioned trade of a locksmith; he was accus- 
tomed to make locks of all sizes and kinds, both padlocks and 
locks for doors, cabinets, drawers, etc., both in brass and iron. 
There are still many such manufacturers of locks in England who 
produce a complete range of styles and sizes. Looking through 
a Commercial Directory one finds any number of examples in the 
iron and steel, machinery and hardware trades where manu- 
facturers have a varied output, some of the products being quite 
unrelated to one another in production. 

A manufacturer who decided on a policy of specialisation 
would decide to make padlocks only, or door-locks only. xr window 
fastenings only, and so forth. He would lay down a srzcial plant 
for making these by automatic casting machines; or by stamping 
and pressing machines where sheet steel or brass could be used as 
the raw material. The hollow-ware manufacturer, if he specialised, 
would decide to make nothing but galvanised iron buékets, or 
nothing but kettles or saucepans. The whole of his plant would 
be constructed according to a plan designed especially to produce 
buckets and nothing else, with automatic machines, and the 
material carefully routed. 

Specialisation with continuous production has already been 
introduced in a number of British industries, so that the principles 
are thoroughly understood by machinery manufacturers. One 
of the best examples which occurs to one is the modern match 
factory. The material, from the moment the logs are placed in 
the veneer-cutting machines until the final packing in 50-gross 
cases, is never touched by hand, but goes through a continuous 
series of automatic machines, drying ovens and packing machines 
which have merely to be regulated, and adjusted and supplied 
with material. Extraordinary economies can be attained by 
specialisation. During the nineteenth century the use of machinery 
and power in the ordinary engineering workshop or hardware 
factory of this country effected considerable saving as compared 
with methods involving a considerable amount of hand work; 
but the further reduction of costs which can be obtained by the 
use of machines specially designed for the successive operations in 
making each part of the completed article is so great as to con- 
stitute a new or second order of economies in the use of machines 
and power. Ina large factory producing continuously there may 
be as many as two thousand machines, most of them different and 
each specially designed for its own work. 
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Concentration of Attention 


The very striking reduction of costs which can be obtained 
through specialisation appears to arise largely from the con- 
centration of attention by the proprietor or general manager of the 
business and the technical specialists he employs upon the problems 
of reducing costs. When such concentration of intellectual effort 
and experiment takes place with the aid of experts who have at 
their command all the resources and accumulated technical 
experience of this and other countries, totally new ways of pro- 
ducing articles can be discovered; or the old methods can be 
altered almost out of recognition by pre-treatment of materials, 
by redesigning the article, or by multiplication or simplification 
of the machines or other plant employed. 

The concentration of attention is needed: (1) before produc- 
tion is commenced; (2) when the plant is running. The work 
which spells success or failure is, however. done before production 
starts. The organiser (or organising proprietor) must first decide 
his general policy. Should he concentrate on one article by 
specialisation, or should he concentrate on variety? In the first 
case he looks for profit by making a single article which is in wide 
demand in a standard pattern for the lowest possible cost, always 
working before and after construction of the plant to get cost 
per unit to the lowest possible figure. In the second case he looks 
for profit by the number, originality, convenience and attractive- 
ness of his designs of the article in question. A bright idea in 
design may put up the price he can charge for his article by 50 per 
cent; and this is more important than any economy he would 
be likely to get with a similar amount of intellectual effort devoted 
to reducing costs of production, considering the limited market 
there is for such novelties. In a great number of trades producing 
articles of clothing and adornment, furnishing and decoration of 
houses and other equipment, no less than in confectionery and 
stationery, there is indefinite scope for novelties in design, whether 
these have to conform with fashion or not. On the other hand, in 
articles of utility universally used in the kitchen, workshop and so 
forth, the scope for profit lies in standardisation and concentration 
on reduction of costs by specialisation. The policy of concentrat- 
ing on variety and novelty of design, though profitable up to a 
point, is rarely the means of accumulating a large fortune, and is 
of small social consequence in comparison with the second policy : 
that is to say, cost reduction by specialisation on an article in 
wide demand. We need not be concerned further with the former. 
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Procedure in Organising Specialisation 


Specialisation necessarily involves large capital outlay, for 
two reasons. In the first place, the cost of production can be 
lowered only by continuous production with the operations greatly 
subdivided; and to justify such a plant an output is likely to be 
needed from five to thirty times as great as that of any existing 
plant manufacturing the article.in the country. In the second 
place, full advantage will not be taken of the new method of 
production unless semi-automatic machine tools, conveyors, etc. 
be introduced which are economical in labour cost but costly in 
capital outlay. Undoubtedly it is the enormous cost of the plant 
which would be needed which hinders the adoption of specialisa- 
tion in the old-standing industries of this country. Nearly the 
whole of the existing plant would be useless for the purpose in 
many industries. 

There are two ways in which specialisation has been initiated 
in America, Great Britain and other countries. In certain cases a 
firm has decided that it has sufficient capital resources, or power of 
raising capital, to enable it to specialise on one or other of the 
products which it is already producing and marketing. It is 
prepared to risk a considerable loss in view of the large profits 
which appear likely to mature from a successful operation of the 
proposed new plant. The firm relies upon the success of its 
carefully laid plans to be able to oust its competitors from the 
market by substantially reducing the price. The outstanding 
example of specialisation in a competitive market is the Ford car, 
but many examples could be quoted in the manufacture of watches, 
locks and tools. 

In an old-established industry where competition is severe it 
is probable that no firm will care to risk the capital outlay neces- 
sary for specialisation. It is likely to be introduced only by the 
amalgamation of a number of firms controlling more than 50 per 
cent of the output in the trade. The modus operand: is as follows. 
Let there be, for instance, twelve firms each making five or six 
of the products which we may call a, b, c, to h, being kinds of 
goods which are related in the sense of finding common marketing 
facilities, or perhaps in needing the same raw materials or manu- 
facturing plant. The twelve firms become united into one; and 
this large new company establishes eight new plants, each one 
devoted only to the manufacture of one of the products a to h. 
The new company formed by the amalgamation will retain the 
trade connections and goodwill of all the twelve firms, and may to 
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some extent find it desirable to carry on business under their 
names or brands; but any particular product a will now be of 
exactly the same pattern whether marketed under one name or 
another; except, it may be, in some minor feature for which the 
machines can be altered at little cost. Combinations of firms 
which stop short of amalgamation rarely achieve true specialisa- 
tion. 

The problem of introducing specialisation is easier and the 
risk much less in a new industry than in an old-established 
industry. By new industry is meant one which satisfies a newly- 
developed want by means of a new invention: as in former days 
the bicycle or incandescent electric lamp, and more recently the 
motor-car, aeroplane and wireless receiving sets. In a new 
industry it may be possible to gain temporary monopoly by means 
of patent rights. Even if there is no patent on any part of the 
article or any of the machines specially designed for manufacturing 
it, the profits are likely to be large if the cost of production is 
greatly reduced by a large output, on account of the fact that, 
being an article which satisfies a newly-developed want, the demand 
for it will be growing. The manufacturer has the advantage that 
the demand curve moves away to the right at the same time that 
quantity demanded on the new curve is increased by the lowering 
of the price. Moreover, in a new industry it is unlikely that there 
will be a large number of existing firms. Consequently specialisa- 
tion may be introduced before the margin of profit has been 
reduced to that which barely suffices to attract more capital. 
In such an industry specialisation, if energetically pursued, is safe 
and very profitable. 

In an old industry, on the other hand, the manufacturer is 
bound to take a plunge, so to speak. There may be other manu- 
facturers planning to do exactly as he is planning. A sudden 
influx into the market of a competitive article similar to his, also 
made by specialisation, might spell ruin. Perhaps he is able to 
find out what other firms in his own country are doing; but he 
cannot foresee similar competition from abroad, which would be 
equally damaging in the absence of a protective duty. 

There are certain definite inquiries and preparations which a 
manufacturer considering whether he will specialise on some 
article and produce it in quantity by continuous production must 
make. He has first to investigate the market for the article (1) 
at home, (2) abroad; and must consider, on whatever evidence 
he can collect, the elasticity of demand. That refers to the total 
quantity of the article demanded at each price, being the product 
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of all firms in the industry together. He has further to consider 
how far his particular article in its new form will be an effective 
substitute for the particular styles or brands now on the market, 
and also how far his competitors are likely to be able to lower their 
prices to meet his competition. There are experts in market 
research who can undertake such investigations; but he should 
satisfy himself as to their evidence and reasoning. 

I have mentioned that he has to consider the demand for the 
article “in its new form.” In specialising and using automatic 
machinery the lowest cost of production will be found by adapting 
the materials used and the method of moulding them to the most 
convenient machines—that is, those which are most economical 
in operation. Thus pressing and drawing of sheet or bar metal 
is substituted for casting; and grinding is substituted for turning 
and planing. On the other hand, since the article to be manu- 
factured is to be produced in great quantities by a costly plant, 
it must be standardised, so that the design need not be changed 
(except perhaps in details) for many years. It is desirable, there- 
fore, before adopting a design to consider most carefully in what 
respects it might be improved in serviceability, durability and 
appearance. The utmost of utility to the consumer must be 
offered at the lowest cost; and these requirements act and react 
on the design until it is finally settled. It is the business of the 
production engineer—a young and important profession—to aid 
in the designing of the article for mass production with these 
considerations before him; then to design the machines, jigs, 
tools or dies to produce it, and the layout of the whole plant. 
Throughout the whole process of arriving at the best design of the 
article, and the machines for producing it, cost of material and of 
operation has to be investigated; for the decision is ultimately 
one of utility to the public versus cost, with the qualification that 
the utility of marginal improvements in design must be separately 
balanced against their cost. Here again the income class to be 
supplied has to be considered; and the opinion is usually formed 
that it is the mass of the people with low and moderate incomes 
for whom it pays to cater by specialisation. 

The design of the article and the character of the plant being 
settled, steps must be taken towards the erection of the factory. 
The location needs carefully investigating ; and although the firm 
may have an existing factory, it does not follow that the most 
economical policy is to extend it or to build another factory beside 
it. A wholly new locality may be best. 

It must not be supposed that the search for economies in 








10 THE ECONOMIC JOURNAL [MARCH 


production is ended when the plant and management have been 
planned and set in operation. A continuous record of results is 
maintained, with experimental costings of details which it is not 
worth while continually to record; and this provides information 
as to the results of trials of changes in methods of operation. An 
alert management will always be making slight changes in 
materials, processes or machines and measuring the results with a 
view to reduction of cost, or to improving the quality of the 
product, and thus raising its selling price. Such improvements 
take place not only in the technical (e.g. chemical and mechanical) 
aspects of the production, but also in the methods of the workers, 
whose movements in relation to material and machines are 
perfected by the methods of motion study applied by industrial 
psychologists and other specialists. 

Many firms maintain laboratories for testing materials and 
products; and often they have also a research laboratory. We 
have here to distinguish between research for three classes of 
problems: (1) in pure science, such as usually carried on at 
universities, and science institutes; (2) fundamental research for 
an industry, such as that carried on by the Shirley Institute, 
Manchester, for the cotton trade, or in Sheffield University for 
metallurgy ; (3) purely trade research carried on by the firm itself 
in its own laboratory, in which its own plant, materials and 
processes are subjected to examination by experts in the light of 
the results of scientific and fundamental research. The problems 
of each firm specialising in a particular article are different; and 
if it has no adequately staffed laboratory it cannot make use of the 
published results and information placed at the disposal of the 
industry by a public research institute or department. 

The procedure of specialisation by an individual firm has been 
described in some detail here because it appears to me to be highly 
important that the principles involved therein should be common 
knowledge amongst economists and business men. When 
specialisation follows an amalgamation of existing firms the 
procedure to be adopted is practically the same as above in regard 
to each of the articles which they decide to put into continuous 
production. The difference lies in the possibility of certain other 
economies accruing from such opportunities as, (1) the employ- 
ment of whole-time experts; (2) exploiting possibilities of corre- 
lating the processes for producing two or more articles, which 
might involve savings in materials, power and the utilisation of 
waste products. 

In this country the English contempt of logic and love of 
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compromise is a real danger in the present situation of our old- 
established industries. A company formed by amalgamation 
which intends to adopt specialisation with mass production must 
do so thoroughly. Old plants should be scrapped completely as 
soon as possible, and wholly new mills or factories built on the 
largest practicable scale with the latest proved devices for saving 
labour and for scientific control of the production process. All 
hankering after using existing buildings and machinery, unless 
thoroughly adaptable, must resolutely be put aside. 

As to the place which large-scale amalgamations occupy 
relatively to merchanting firms which have an established business 
in disposing of the products of the industry, there is much to be 
said for the view that no adequate reorganisation of an industry 
is practicable so long as home merchants and foreign shippers 
continue their business on existing lines. Either they must 
greatly modify their operations to suit the new industrial organisa- 
tion, or the latter must develop its own marketing at home and 
abroad, as has largely been done in the newer industries. - 


Conditions Favouring Specialisation 


Conditions favourable to specialisation did not come into 
existence until the latter part of the nineteenth century, when the 
mechanisation of agriculture in North America and most of Europe, 
and the increasing use of labour-saving machinery in our basic 
industries, had increased purchasing power; and freight rates by 
rail and ocean had been greatly reduced. In the last forty years 
markets have become world-wide, except for tariff obstructions ; 
and the purchasing power of the populaticn of these islands has 
greatly increased. It may be agreed that general economic 
conditions have never been more favourable to specialisation by 
British manufacturers, foreign tariffs notwithstanding. Speciali- 
sation is capable of reducing the price at which an article can be 
sold profitably by 25 to 50 per cent—sometimes by 60 to 75 per 
cent, if the output be large enough. To obtain a large output 
disposal abroad at a price somewhat lower than in the home 
market can be adopted profitably as a permanent policy : witness 
many American products. Consequently tariffs of 30 per cent, 
even 50 per cent, will not stop the entry of our goods produced by 
specialisation into countries not producing with equal economy, 
and having markets large enough to keep down the cost of 
marketing. 

The above refers to kinds of articles already in use by, or well 
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known to all but the poorest classes in most countries of the 
world. In the case of an article for which there is a large potential 
demand, but which embodies a new idea, and perhaps needs the 
formation of a new habit, people have to be educated into knowing 
that the article exists to serve them; and this will cost perhaps 
more in advertisement than the actual cost of manufacture of the 
article. 

British manufacturers of articles which have been in common 
use for decades or centuries still cling to the old system of market- 
ing through factors or wholesale houses, except in a few trades like 
boot and shoe making. This is antagonistic to amalgamations 
and specialisation ; for each manufacturer has his connections in 
several factors, and each of the latter his connections with retailers 
on the one hand and manufacturers on the other. To break into 
such a system with an article, which must be sold everywhere to 
pay, costs much capital and effort in organisation. Usually it 
can only be done by an amalgamation of manufacturers in the 
same trade who can raise capital sufficient to organise mass 
marketing through their own travellers, or through chain stores. 

The foregoing inadequate sketch of the marketing conditions 
which favour specialisation must suffice, from considerations of 
space. Another essential condition is the availability of experts 
who can aid the proprietor, or undertake for him the planning of 
production and plant. This work is a branch of engineering for 
which the training is that of a mechanical and electrical engineer, 
to which must be added a sufficient knowledge of accountancy to 
understand cost accounting in detail, the balance sheet, and 
problems of depreciation; and familiarity with wage systems, 
labour problems and elementary economics. In the United 
States during the present century production engineering has 
become a well-established profession comparable with electrical 
engineering; and much of the astonishing progress of American 
industries since the war is due to the employment of these experts, 
both as full-time officers and as advisers or consultants. 

A third condition which may be decisive is the availability of 
new capital. The capital required to build and equip a unit plant 
for continuous production with modern high-speed automatic 
machines varies greatly according to the character and size of the 
article; but is always considerable, judged by nineteenth-century 
standards. When an industry organised on modern lines has 
proved profitable the public will invest freely: e.g. the gramo- 
phone companies in recent years. Obviously a favourable report 
by well-known independent experts—one a specialist in market 
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research, the other a production engineer—called in in a consulting 
capacity would strengthen the prospectus; but such consultants 
are very few in number as yet in this country and have yet to 
establish their practice and gain a wide reputation. Another 
difficulty is that where the article, or machines for making it, 
cannot be covered by patents, the firm may hesitate to advertise 
their plans widely by issuing a public prospectus. Investment 
trusts and issuing houses are needed which will undertake to 
finance such new plants as their advisers approve, the shares being 
disposed of to the public after the concern has proved its dividend- 
paying capacity. There is here an opportunity for the recently 
formed Bankers’ Industrial Development Company, and perhaps 
for a new investment trust for each of the old-standing British 
industries. 

Capital would be required to the extent of some hundreds of 
millions of pounds to introduce specialisation throughout our prin- 
cipal industries. I see no prospect of raising the immense sums 
needed without Government aid; and in our old industries, 
now subject to intense foreign competition, re-equipment is a 
speculative investment unless done boldly on a very large scale. 
Government aid to private enterprise is a vital national concern in 
the present state of our industries; and it could take the form of 
advances through investment trusts for each industry or by 
guarantee of their bonds for a consideration of 4 per cent per 
annum. The State must protect its own investment, and should 
protect capital privately subscribed for reconstruction and re- 
equipment of any industry for which the prospects are good because 
the conditions are favourable if the plant be modernised. This 
indicates the probability that safeguarding duties will be imposed 
to protect an industry during the period of re-equipment; but, 
unlike the recent and present safeguarding duties, they should be 
imposed only after the industry concerned has submitted plans for 
reorganisation and these have been approved. Protection, which 
must be at a high rate, should be offered only for the precise 
period estimated to be needed for rebuilding, and for a standard 
period of five years thereafter. The practical certainty of large 
profits for five years would give security to the State and to the 
private investor. It cannot be seriously held that paying a 
shilling or so extra for a pair of scissors or gloves is a hardship to 
the consumer. 

Another important condition favouring specialisation is the 
absence of opposition from organised labour. It is commonly 
believed that Trade Unions have opposed the introduction of 
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labour-saving machinery in recent years. Whilst no doubt there 
have been cases of ignorant obstruction, the truth seems to be 
that the objection has been to changes which would be liable to 
lower the earnings of their members, and require longer hours, or 
more effort and attention during the existing hours, for the same 
rate of wages, on the theory that work involving greater mental 
or physical strain should be paid at a higher rate per hour. Piece- 
meal introduction of labour-saving appliances, or different ways 
of manning existing machines, is very liable to produce these 
results if profitable from the employer’s point of view. Specialisa- 
tion with continuous production involves the establishment of an 
entirely new plant; and the problem is therefore different. Even 
with an increased output the number of workmen employed is 
likely to be considerably reduced. Many of the machines can be 
minded by women or men with some intelligence but little training, 
and a sufficient supply of such labour can be obtained at sub- 
stantially reduced wages rates. On the other hand, specialisa- 
tion rightly carried out is so profitable that high wages rates can 
be paid in any industry; and it is a wise policy to increase rather 
than decrease the wages of any part of the staff, and to employ 
as many as possible of the former workmen. On the assumption 
that this will be the policy, organised labour is favourable to 
specialisation. In fact, at the present time the demand for 
rationalisation is coming from labour circles. 


Professional Associations 


An important characteristic of the second industrial revolution 
is the professionalising of industry. The general administrative, 
technical and managerial functions are becoming clearly dis- 
tinguished ; and there is growing a recognition of the qualifications 
to be required of the candidates to fill posts for each of these 
functions. Just as the older professions have each their associa- 
tion which sets up a standard of knowledge and experience for 
admission, so also the young professions connected with industry 
are organising themselves and establishing standards of qualifica- 
tion for membership. In some cases tests have been introduced : 
with others that end is in view, and a policy of admission and 
education has been adopted which will lead up to its attainment. 

This movement has extended much further in America than 
in this country; but here there are a number of professional 
associations connected with industry already established and at 
work, even if their membership be not large. Everyone is familiar 
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with the Institute of Bankers and the Institution of Mechanical 
Engineers. Formed in recent years somewhat on the same lines 
are the Institution of Automobile Engineers, the Institution of 
Production Engineers, the Institute of Cost and Works Account- 
ants, the Association of Welfare Workers and Personnel Managers, 
and the Institute of Industrial Administration. Although original 
members were admitted without examination, all these institutions 
now regularly hold examinations which young men and women 
have to pass in order to qualify for admission to membership or 
associateship. The Institution of Production Engineers deserves 
to be better known. It has set itself the task of raising the 
status of the industrial specialist to a high standard of education 
and technical qualification. 

An organisation of a different type which is characteristic of 
the new industrial revolution is the research institute. This may 
be, in fact, a Government or University department, an associa- 
tion, or an independent corporation. As examples I may mention 
the National Physical Laboratory, the Fuel Research Board, the 
Technological Departments in the Universities of Manchester, 
Leeds, and Sheffield; the British Engineering Standards Associa- 
tion; the National Institute of Industrial Psychology, with its 
Scottish branch ; and the Shirley Institute, Manchester. Another 
type of organisation for research is that in which a number of 
firms in a trade combine to form an association to investigate 
problems in which all are more or less interested, as in the motor 
industry. “‘ Management research groups ”’ of this character are 
doing very useful work. 


Trade Organisations 


Another feature of the present industrial changes is the growing 
importance of trade organisations in British industries. We have 
long been familiar with associations of employers set up in 
opposition to Trade Unions. These belong to the old order of 
the first industrial revolution. The associations to which I refer 
do not concern themselves with questions of wages or conditions 
of employment, but with problems of marketing, the relation of 
the industry to Government and taxation, and with supplying 
their member firms with information of a technical and business 
character. There are over a hundred and sixty such associations 
in the various British industries, admitting to membership only 
firms actually engaged in the industry. Most of these associations 
are themselves members of the Federation of British Industries, 
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which has also some thousands of firms in direct membership. 
This federation has a considerable staff for aiding and informing 
its members in numerous ways. Having been founded only in 
1916, it is still young; and it is possible that it may so develop as 
to take a leading part in the great changes in industrial structure 
which are needed and imminent in the older British industries. 


Trade Results 


It was pointed out above that specialisation mey be introduced 
either in conditions of free competition or following the creation of 
a complete or partial monopoly. As a rule it has taken place and 
succeeded under free competition, as in America, Germany and 
some of the smaller European countries. There has usually been 
a protective tariff; but when the new plant has come into full 
operation this has become inoperative and an export trade has 
been developed. In England specialisation is characteristic of 
the newer industries, situated for the most part in the South 
Midlands or around London; but there are isolated examples in 
the hardware industries of the Black Country, and two or three in 
Sheffield and the north-east coast. 

Specialisation introduced by amalgamations has prospered of 
recent years in America and Germany. England is amazingly 
backward in this respect. Such a combine as Agricultural and 
General Engineers has two or three constituent firms producing 
similar types of tractors and other machines. The National 
Light Castings Association seems to be interested solely in main- 
taining prices of products and has done little or nothing to prevent 
its numerous member firms duplicating each other’s products. 
A dozen firms may be producing the same article in small quantities 
and selling at an agreed price through the same agency. In the 
public interest specialisation and continuous production on a 
great scale is badly needed in all the house-fittings and furnishing, 
hardware and cutlery trades of this country; and where price 
associations exist it is astonishing that specialisation is not 
organised by amalgamations, or by a system of mutual con- 
cessions and joint selling agency. 

Specialisation taking place under free competition is irregular 
and unco-ordinated. Marketing is relatively expensive; and 
supplies of materials are not always assured at reasonable prices. 
If amalgamation takes place, and some degree of monopoly is 
established, specialisation can be introduced almost simultaneously 
for a series of products capable of being marketed together. There 
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is a chance for the whole industry to be plauned, which aliows of 
important economies being realised both by extension to sources 
of raw materials and by utilising waste products. There is, of 
course, a danger that monopoly power may be used to keep up 
prices in spite of considerable reductions of costs having been 
realised, as has happened in the petroleum refining and tobacco 
manufacturing industries. If carried to excess this tendency will 
lead to a demand either for the control of prices, or the taking over 
of the industry by a public corporation working not for profit, but 
for a fixed rate of interest on capital. It is important to realise 
that the professionalisation of industrial management now begin- 
ning, together with accurate cost accounting and statistical 
systems of control, render public operation of manufacturing 
industry possible ; and far easier than the nationalisation of mines, 
which is insistently demanded. 


Social Results 


During the nineteenth century England became unaccustomed 
to the flooding of its markets by manufactured products from 
abroad. The idea was self-sufficiency in manufactured products, 
and a considerable export of the same, whilst importing food and 
raw materials. The progress of the new industrial revolution in 
other countries has entirely altered the outlook. Articles produced 
by specialisation abroad will invade our markets more and more, 
and protective duties would need to be high to keep them in check. 
Once a British industry had adopted specialisation and established 
its position it would not need protection. 

The nineteenth-century doctrine of free trade did not envisage 
a situation in which England would be one of a number of highly 
industrialised countries in all parts of the world. It is obvious 
that in the new situation that will be created by the second 
industrial revolution it will be possible to supply the whole 
population with manufactured goods of the greatest variety ; and 
the problem will then present an aspect which seems never to 
have been thought out. Apart from primary industries which are 
dependent on climate or the locality of occurrence of natural 
resources, the controversy between free trade and protection 
resolves itself into the question whether we wish most the develop- 
ment of the industries of transport, with their inconveniences to 
the workers, or of manufactures. For most kinds of manufactured 
goods now on our markets the home demand will become so great 


that the limit of reduction of cost by specialisation will be reached 
No. 161.—vOL. X11. c 
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in supplying the home démand. Interchange with other countries 
would only be desirable if differences of style or of artistic design 
were appreciated. There would always be, however, a consider- 
able fringe of articles, often recent inventions, in which the limits 
of economy by specialisation would not be reached in supplying 
the home market. In this case specialisation by countries would 
be desirable. Thus, whether protective tariffs should be imposed 
to guard a home industry or not depends upon the probable 
ultimate home demand; and, of course, on whether the industry 
is prepared to organise itself for specialisation. 

In conclusion, it may be well to point out that specialisation, 
no less than complete rationalisation, in any country which adopted 
it for all its industries would enormously increase the real income 
of the community. This indicates the outstanding importance of 
pushing on rapidly with bringing into being the new structure of 
industry in this country. Beside this, questions of the distribu- 
tion of gold and bank credit are of slight and temporary significance. 
The real solution of the unemployment problem in this country 
is the reduction of the costs of production in industries and 
agriculture ; and this can be done by specialisation and mechanisa- 
tion. The faster these are pushed on the more employment will 
there be in expanding the machine-making industries, and in 
manufacturing tractors and improved agricultural machinery. 
The building trade would be enormously expanded in constructing 
the new factories and in solving the housing problem with the aid 
of specialisation in the production of all the parts and fittings of 
houses. It seems probable, indeed, that the technological unem- 
ployment created by rapid rationalisation of our older industries 
could be nearly balanced by the absorption of workers in the 
constructional industries, so that unemployment would remain at 
about the present volume during the transition period. When 
the much lower range of prices and new marketing organisation 
had been brought into being the volume of unemployment might 
be expected to fall rapidly to perhaps the pre-war proportion of the 
population. The capital required for the reconditioning of British 
industries will amount to very many millions of pounds, needed 
within five years or so. Progress is retarded partly by ignorance 
of the methods of specialisation, partly by vested interests, partly 
by the fancied opposition of organised labour, and largely by a 
general want of confidence. To provide the capital in the large 
amounts needed as and when required it seems essential that the 
credit of the State should be used in one way or another. 

H. SranLey JEVONS 














A STATISTICAL CONTRIBUTION TO THE THEORY OF 
WOMEN’S WAGES 


I 


It is in the nature of a “ contribution ” that there should be 
some corpus of accepted fact to which it adds. Hence this paper 
does not pretend to cover the whole case of women’s wages, but 
starts with the belief that in certain important classes of work 
where both sexes are employed the women’s efficiency wage is 
significantly lower than the men’s, and seeks an explanation of the 
phenomenon along a new line of observation and reasoning. 

The main class of occupations in which both women and men 
are found to be employed is, broadly speaking, semi-skilled work— 
that is, work requiring a short period of training and a certain 
degree of dexterity, responsibility and sensitivity. This work 
includes the “‘ feeding ’’ and operation of semi-automatic machines ; 
the assembly by hand of standard parts, packing and box-making, 
etc., and also inspection. The class may be extended to cover the 
routine work of clerks, shop assistants or waiters, 

In such work, output (or sales) is the main requirement, not 
general resourcefulness; and the quantity and quality of the 
women’s output are certainly not lower than the men’s.! Nor are 
women found necessarily more expensive on account of lost time ? 

1 Here are some representative opinions of employers in various Midland 
Industries : 


‘“* Jobs which are repetitive in character or monotonous or where the unit 
worked upon is small and light appear to be performed better by girls than by 
men.” 

‘* We have tried workers of both sexes on similar jobs; and making a general 
comparison of the results we should say, that women equal men in every way, 
excepting for heavy labour, in the matter of efficiency, while in every case their 
employment has effected an economy to us in the wages paid.” 

‘In the case of men the unit cost would be much higher for any repetition 
work within the limit of women’s strength. Women are bigger producers than 
men.” 

2 Women appear to have fewer 


‘* attacks ’’ of sickness than men, and it is 


the reorganisation necessitated by the initial non-attendance that is the chief 
expense to the employer; and though the average duration of women’s attacks 
is longer, it is only very slightly longer if age-groups typically employed are com- 
pared. Occupied women are on the whole younger than occupied men and 
comparison should not be made of the same age-group. See Watson, “ National 
Health Insurance,” Statistical Journal, Vol. XC., iii. 


2 
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or labour turnover.! Moreover, the period of training necessary 
for this class of work being short, it is no great loss when the 
employee leaves (as women do on marriage) after a certain period 
of industrial service,—the commonest age at marriage being 
between 21 and 25 for spinsters, a typical length of industrial life 
for a woman would be eight years. Yet in the general wages system 
ruling in most industrial countries semi-skilled women’s wages 
are, in fact, below wnskilled men’s wages, and probably only 50-70 
per cent. of the wages of similarly semi-skilled men. Thus we are 
driven to the conclusion that the efficiency wage of men and 
women is not equal, that their payment is not the same for trades 
“ which are of equal difficulty and disagreeableness, which require 
equal natural abilities and an equally expensive training.” ? 

In accepting the knowledge that in given classes of occupation 
women’s efficiency wages are lower than men’s, the “ main factor 
in the depression of their wages,” that is, “‘ universally recognised,”’ 
is the “‘ crowding of women into a comparatively few occupations.’ 
This view implies that within or without the class of work already 
considered there is little further work in which women could be 
occupied, and that the supply of women is much larger in relation 
to its opportunities for occupation than is the case with men. The 
latter implication will be dealt with shortly, the former requires 
immediate consideration. 

On the whole, modern technical and organisational develop- 
ments in industry have reduced the need for heavy unskilled 
labour and have favoured the extension of the semi-skilled work, 
at which women can be efficiently occupied. Standardisation and 
mass production, planning, mechanisation and subdivision of pro- 
cesses all permit increasing use of only slightly trained labour 
in light repetitive and routine operations. And a few of the more 
progressive firms have in fact greatly increased the proportion of 
women they employ.’ But general statistics of employment show 
at most only a very slow substitution. 

A Home Office study (Cmd. 3508) entitled A Study of the 
Factors which have operated in the past and those which are operating 
now to determine the Distribution of Women in Industry, gives a 


1 Such figures of labour-turnover as have hitherto been collected (e.g. 
Florence, Economics of Fatigue and Unrest, Chap. VI) show a higher turnover 
among men and boys than among women and girls. 

2 Pigou, Economics of Welfare, 3rd ed., p. 549. 

3 Edgeworth, Presidential Address Economic Section, British Association, 
1922, Economic JouRNAL, December 1922. 

* See C. G. Renold, ‘‘ The Present Position of Skill in Industry,’’ Economic 
JOURNAL, December 1928. 
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table showing the percentage of females employed in the larger 
industries in the years 1890, 1895, 1907 and 1928. The figures 
for three of these years are reproduced in Table A. It can be seen 
at a glance that the rise in the proportion of women employed in 
these industries was slower in the twenty-one years subsequent to 
1907 than in the seventeen years prior to that year. The only 
industries that prove an exception to this generalisation are 
(1) Metal and (2) Printing, Bleaching, Dyeing and Lace Ware- 
houses. This slower substitution of women for men recently has 
occurred in spite of (1) the considerable substitution of women for 
men during the war, (2) the recent heavy fall in the employment 
of female domestic servants and the possibility of their trans- 
ference to industry, and (3) the present higher proportion of 
women to men in the population as a whole, owing to war 
casualties. 











TABLE A 
Percentage of Women among Total Occupied tn Specified 
Industries. 
Industry. 1890. | 1907. | 1928. 
Cotton . 2p eg nn 62:25 | 63-14 
Woollen and Worsted. ‘ : - | 56°47 - 58:33 | 60°14 
China and Earthenware . : : . | 37°68 46:21 | 50°10 
Food and Drink . . : ; . | 15°81 28°78 | 36:03 
Tobacco . | 68st 74°80 | 72:07 
Metal (except Extraction and Founding) . | 7°27 585 | 13°04 
Printing, Bleaching, Dyeing and Lace | 27:09 27°11 | 32°32 
Clothing | 59°59 66°11 | 67°96 
Paper, Printing and Stationery, .| 2682 | 35°92 | 37-45 
Chemicals. é ; Seal 956 | 16:02 | 18°69 
| | 
All Textile. . | 60°53 | 62:53 | 63-89 
Non-Textile . : : : ‘ : | 15°51 | 22°30 | 27:09 





The industries given in Table A include all manufacturing 
industries where women are employed in any considerable num- 
bers. But it excludes such important women’s trades as (1) 
commerce, banking, insurance and finance; (2) insurable pro- 
fessional services; (3) hotel, boarding-house and club services; 
(4) laundries, dyeing and dry cleaning ; (5) the distributive trades. 
Here, however, we can calculate changes in the proportion of women 
among all employees since July 1923 by reference to the number 
of persons insured under the Unemployed Insurance Acts. In 
these five trades or occupations added together there were in July 
1923, 849,030 women among a total of 1,875,290 insured persons— 
i.€. a proportion of 45°3 per cent.; and there were, in July 1930, 
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1,166,230 women among a total of 2,615,660—1.e. the proportion 
had fallen to 44°6 per cent. 

One may conclude that substitution of women for men has been 
taking place gradually since 1890, but that in spite of war-time 
events, the reduction of women in domestic service and the 
dilution of labour with increased subdivisions of processes, there is 
no sign of any acceleration in substitution during recent years. 

Whatever criterion we adopt, the rate of substitution cannot 
be considered high, and is certainly less than is to be expected from 
the disparity in efficiency wages that we hold to exist, especially 
for a period when employers have been constrained to think hard 
about costs and economy. We thus reach what Professor Cassel 
calls ‘‘ the heart of the question.” 4 

“* A good deal has been written about the inequality of wages, 
for presumably the same work, of the two sexes. . . . But the 
main question remains unanswered. How can female labour 
generally and permanently receive a lower wage than it is worth— 
that is to say, a price below that which equilibrium between supply 
and demand would fix in the pricing process? When it is said 
that it is unjust to pay female labour less than male, it is not clear 
why the employer who employs both kinds of labour together does 
not increasingly substitute the cheaper female labour for the dearer 
male labour. There you have the heart of the question. If the 
employer—and we must assume that he acts from the purely 
business point of view—does not do this, we must conclude that 
he puts a higher value on the male labour for some reason or other, 
in spite of the supposed equal work.” 


II 


But does the employer always act from the purely business 
point of view, and is he always free to act? In short, is the 
explanation of the apparent paradox that the employer is not an 
economic man; or is it that custom, or Trade Unions, block 
possible economic acts on his part ? 

Both these hypotheses are, I think, partial explanations. I 
have circularised several large employers with the question 
whether, if they considered they got better value for money by 
employing women (which most of them did), they were able to 
extend the employment of women, and if not, why not ? 

Several of the answers indicate either that the employer had not 
thought about the possibility of substitution and had not made 

1 Theory of Social Economy, Vol. I, pp. 314-15. 
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any estimate of women’s efficiency; or if he had thought and 
estimated, had allowed non-economic consideration to influence 
his policy. 

Thus Messrs. D consider that the existing unemployment 
among men generally would not justify them morally in “‘sacking ”’ 
any more men. Messrs. C considers that though other firms are 
employing women on jobs similar to some on which they are 
employing men, yet these jobs are in their opinion not “ suitable ”’ 
for women. ‘“ There are plenty of operations which, owing to the 
character or nature of the work—weight, dirtiness, etc.—we 
consider unfit for women, and on which we would not employ them. 
We certainly should not employ women merely because they are 
cheaper.” 

As to Trade Union action or custom, the fear that “‘ there may 
be trouble ” is often a deciding factor where the arguments are 
slightly in favour of substitution. In the Home Office study of 
The Distribution of Women in Industry cited above, the allocation 
of work by trade agreements and the influence of Trade Unions in 
restricting women to what they (the male Unions) consider suitable 
work, is remarked upon in industry after industry—e.g. pottery, 
boots and shoes, tinplates, hosiery and, notably in Scotland, 
printing. 

It was this ‘“‘ unsymmetrical pressure on the employer exerted 
by men’s Trade Unions ” that Edgeworth stressed when criticising 
Cassel’s position in his Presidential Address to the Economic 
Section of the British Association in 1922. And Pigou cites Trade 
Union pressure or custom as causes why equilibrium is not attained 
in this matter in the long run. 

But there are limits to the effectiveness of Trade Union 
restrictions and of custom when they are set up against the stark 
realities of the labour market. If there is only a limited supply 
of available men and a plethora of available women, as in agri- 
cultural or mining districts, women will be employed in the very 
occupations from which they are debarred in areas where men are 
plentiful. The Home Office study points to a number of such 
local variations, particularly in the cotton industry, largely due to 
the varying strength of the Union’s position, which depended, in 
turn, on the condition of the local labour market. 

It is usually assumed that the economic forces of supply and 
demand act antagonistically to the male Trade Union position ; 
that the demand for women’s labour, based on women’s apparently 
superior efficiency in relation to wage, will inevitably undermine 
the attempt to restrict women’s employment. Within limits this 
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assumption is, I think, valid. A certain supply of women can be 
obtained cheap, and the men’s Trade Union wage will be under 
cut—but only up to a point. And if this point were not soon 
reached I do not think that Trade Union restrictions upon the 
employment of women would avail. In fact, however, once a 
certain number of women is absorbed by industry the remainder 
do not clamour to overcome Trade Union barriers. 

For the supply of women available for employment cheap in 
any one area is strictly limited by certain institutional factors. 
This limit to the supply of available women tends to support the 
Trade Union position, and in the last resort is perhaps the most 
important factor in the situation. It has not hitherto received 
much attention, and the particular statistical contribution to 
which my title refers is the calculation of the proportion of women 
that can be considered really available for industry over and above 
those already occupied. 


Ill 


The supply of women available for employment consists 
chiefly of spinsters (and possibly widows) aged 14 to 65. Women 
leave industry on marriage as a rule. In England and Wales 
there were in 1921, 7,590,000 married women, of whom only 
693,000, or 9°1 per cent., were returned as engaged in a gainful 
occupation. The corresponding percentage of widows occupied 
was 26 per cent., and of spinsters occupied 69 per cent. Nor was 
the percentage of married women who were occupied much higher 
in manufacturing areas than in England and Wales as a whole. 
The proportion was 10°8 per cent. in the Midlands, 9-9 per cent. in 
the London, and 9-7 per cent. in the Yorkshire area; it was higher 
in the Lancashire (textile) area, namely 16 per cent., and lower 
in South Wales and the North-East coasts (mining and heavy 
industries) areas, namely, 3-1 per cent. and 3-5 per cent. 

The chief exceptions to the conventional rule of a woman’s 
retirement on marriage appear to occur in the following cases : 

(1) Where the occupation is not carried on full-time within 
stated hours, thus permitting some care of house and children 
(if any) during the day. This class includes the so-called sweated 
home-work trades (according to the Census of 1921, 26 per cent of 
workers “‘on own account ”’ were married); charwomen (35 per 
cent. married); and laundry workers (24 per cent. married).} 


1 These and the following percentages are given in the Study of the Distribution 
of Women in Industry, Home Office, Cmd. 3508. 
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(2) Where skill has been acquired before marriage, and can 
command relatively high wages after marriage. This is par- 
ticularly true in the cotton industry (28 per cent. of weavers 
married) and the pottery industry (24 per cent. married). Hence 
the high percentage of married women occupied in the Lancashire 
area. In most factory industries, however, the percentage of 
occupied women that are married is considerably lower, e.g. 
9 per cent. in tobacco, 7 per cent. in sugar confectionery, scientific 
instruments, printing and bookbinding, respectively, and 5 per 
cent. in electrical apparatus. 

(3) Among the very poor, where a married woman may, if her 
husband is incapacitated or unemployed, be driven to seek full- 
time employment. This class, owing to insurance benefits and 
pensions, is probably on the decrease, and in any case tends to 
merge into class (1). It has probably not the importance often 
attributed to it in pulling down factory wages. 

Generally, however, once a woman has definitely left an 
occupation, ¢.g. is not just temporarily unoccupied white child- 
bearing, it is unusual for her to re-enter the labour market while 
still married. Far from any re-entry after the children have been 
reared, as might be assumed, it can be shown from the Census 
tables that the proportion of married women who are occupied 
decreases steadily in consecutive age groups. 

In calculating the supply of women available for industrial 
occupation, therefore, we may concentrate on the unmarried of 
working ages, 7.e. from 14 to 65. We shall in the first instance 
include widows among the unmarried, since in the Census year of 
1921 they were not yet in receipt of pensions as such. 

Statistics were collected for England and Wales as a whole; for 
seven County Boroughs within the Birmingham area—(a) Bir- 
mingham with its boundaries as altered in 1911, thus permitting 
comparison between the position in the two years 1911 and 1921, 
(6) Smethwick, (c) Walsall, (d) West Bromwich, (e) Wolver- 
hampton, (f) Coventry, (7) Dudley; and for Worcester, a County 

1 Pigou gives a wrong impression when he writes (Economics of Welfare, 
3rd ed. p. 564): “‘ In the period 45 to 55, and still more markedly in the period 
55 to 65, while the percentage of ‘ occupied’ men declines very rapidly, the per- 
centage of occupied women hardly declines at all, the explanation being that 
many women return to industry after the death of their husbands. Taking 
the Census of 1921 for England and Wales and comparing the three age-groups, 
35 to 44, 45 to 54, and 55 to 64, the percentage of men occupied is 98, 97 and 
92. The percentage of women 22:7, 20°8 and 19:1. This represents a decline 
from the 35 to 44 proportion of 1 per cent. and 6 per cent. in the two following 


age-groups in the case of men, and a corresponding decline of 8 per cent. and 
16 per cent. in the case of women. 
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Borough outside the Birmingham area. This last-mentioned 
County Borough was chosen because of the unusual amount of 
home-work provided for women by the glove industry. 

The numbers given in the first column of Table B are totals 
of women over 14 years who were occupied in that year. The 
numbers of women occupied, given in the 1921 Occupation 
Census, are of women 12 years and over, so that it was only 
necessary to subtract from this total the occupied women in the 
age-class 12 to 14 years. 

A similar subtraction of unoccupied women 12 to 14 years 
from the total numbers of unoccupied women 12 years and over 
was made in order to obtain the total of unoccupied women over 
14 years given in the second column of the table. 

The third column consists of the numbers of married unoccu- 
pied women up to 65 years.! 

In the fourth column may be found the numbers of all women 
over 65 years who were unoccupied in 1921. These were taken 
directly from the County Occupation tables, 1921. 

The numbers of ‘ residue ’” women in the fifth column consist 
in the numbers of women given in column 2 minus those given in 
columns 3 and 4 together. They are the unoccupied spinsters 
and widows aged 14 to 65. 

In the sixth column are given the percentages which this 
“residue ”’ of women constituted of the total numbers of women 
occupied and unoccupied over 14 years—the sum, that is, of the 
numbers given in columns 1 and 2. 

The last column of Table B giving the corresponding per- 
centage for 1911 shows the changes which occurred in the per- 
centages of “residue ” of women in England and Wales and the 
eight County Boroughs. It is significant that these changes have 
been only very slight in the case of Birmingham, Smethwick, 
Walsall and Coventry, which showed the lowest percentages in 
1911, and a little greater, relatively, in the case of those County 
Boroughs which had a somewhat higher percentage of ‘‘ residue ” 
unoccupied women. The relative position of each of the County 
Boroughs remained roughly the same during the period 1911-21, 


1 Except for England and Wales as a whole it was not possible to obtain 
these figures directly from the Occupation Census, and I should like to express 
my obligation to Miss P. Wylde-Brown, M.A., for the somewhat complicated 
calculations involved in deriving the figures from the Census returns as well as 
for compiling the more accessible data into Tables B and C. At one stage in 
the calculation of column 3 the number of occupied married women over 65 
years of age was required, and they could only be obtained by search at Somerset 
House. 
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each County Borough having in 1921 a slightly decreased -per- 
centage of “‘ residue ’’ of unoccupied women. 


TABLE B 


Calculation of Residue of Women available for Gainful Occupation. 
Census of Population, 1921. 












































ye 2. 3. 4. $2 62 

7 Married - : Similar 
Total | Total Un- ea All Un- si Residue Suga 
Occupied | occupied Pros occupied — as % of | Re mae 

over 14 | over 14 | |, . 65 | over 65 ae, all over 1D11. 

years. years. years. years. se 14. - 

Birmingham . “ 151,892 210,652 152,131 22,457 36,064 10:0% 10-8% 
Smethwick . ; 10,440 18,051 13,523 1,643 2,885 | 10-1% 10-8%, 
Walsall . . Fe 12,485 22,991 16,581 2,251 4,159 11:7% 12-2% 
West Bromwich : 8,100 18,167 13,117 1,773 3,277 12:4% 14:8% 
Wolverhampton. 13,217 25,614 17,877 2,628 5,109 13-2% 15-9% 
Coventry . . 15,924 31,652 24,499 2,756 4,397 9-1% 9-6% 
Dudley . F ‘ 6,365 13,917 9,954 1,123 2,840 | 14-0 15-5% 
Worcester . r 7,838 12,670 8,018 1,958 2,694 13-1% 15-2% 
England and Wales | 5,036,727 | 9,922,555 | 6,488,532 | 1,178,097 | 2,255,926 15-1% 15-56% 

1 Column 5 = Columns 2 — 3 + 4. 2? Column 6 = Columns i 2 a 


For England and Wales as a whole, the available residue 
percentage runs higher than in the Birmingham area. This is 
largely due to the inclusion of the mining and iron and steel areas 
of South Wales and the North-East coast, where the available 
residue of women appears (in 1921) to have been between 21 and 
22 per cent. of all women of working age. The other “ industrial 
areas”’ distinguished in the 1921 census—Greater London, 
Lancashire and Yorkshire—all yield an available residue per- 
centage almost as low as towns in the Birmingham Area, i.e. 
between 124 per cent. and 14 per cent. Between 1911 and 1921 it 
will be noticed that the available residue percentage has slightly 
decreased for the country as a whole. 

These conclusions, drawn from the Census of Population, may 
be “ checked ” by reference to two well-known “social surveys.” 
In Bowley and Burnett-Hurst’s Livelihood and Poverty and Bowley 
and Hogg’s Has Poverty Diminished ? details of the exact com- 
position of each of the families enumerated is given in the Appendix. 
Earners are distinguished from non-earners,! and women below 
14 years of age and above 70 (not 65, unfortunately) are separately 
designated, as also single women ; but widows are not distinguished 


> 


1 Earners, being those “‘ who habitually worked for wages,’ would include 
the temporarily unemployed, and are practically equivalent to the Census 
“occupied.” 
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from wives—both are symbolised as “w.” 1! Let us hope this 
distinction will be made in future social surveys to bring results 
in line with the Census distinctions. From the data given in the 
later survey, Has Poverty Diminished ?, Table C may be constructed, 
relating to Northampton, Warrington, Reading, Stanley and 
Bolton for the year 1924, similar in form to Table B. 


TABLE C 


Calculation of Residue of Women available for Gainful Occupation. 
Social Surveys for 1924. 























| . | « | = | « | oe Toe 
| | Unoe- | 
| cupied 6 . | “ Resi 
| Total | Total | married | All Un- | “Resi: | due” 
| Occupied =~ 1 | Up to 70, | occupied Une as % of 
over 14, | Cupiec | plus | over 70. a total 
| over 14. |  Vidows cupied. | over 14. 
| | 65-70. 
Northampton | 482 | s74 | 722 | 38 | 4114 84%, 
Reading :| 327 | 095 | 57 | a7 | dal | dase 
; : 5 | TE | 15 “49 
ae | “58 |. 877 | 550 17 | 310 | 33-1 
Bolton | 517 871 | 689 33 149 107% 
| ! | 
1 Column 5 = Columns 2 (3 + 4). 2 Column 6 = Column er 


Male labour is immobile enough, but female labour, owing to 
family ties and social convention, is vastly moreso. Itis generally 
a Joint Supply with, or rather a ‘“‘ By-Supply ” of Male Labour. 
We may therefore neglect the large residues of available women 
in mining and iron and steel areas such as South Wales, and Stanley 
and the North-East coast. They will hardly affect the labour 
market in such manufacturing areas as Lancashire, London and 


1 In calculating the figures in Table C on a basis comparable to those in 
Table B an estimate therefore had to be made for the unoccupied ‘widows aged 
up to 65. In the Census of England and Wales it was found that the unoc- 
cupied widows aged up to 65 years formed 7:7 per cent. of the total unoccupied 
widows and married women aged up to 70. This latter total is identical with 
the “‘ w’s”’ in the survey, hence column (3) is 92:3 per cent. of all unoccupied 
widows and wives counted in the survey, and column (5) includes together with 
unoccupied girls (“ g”’) daughters (‘‘d’’) and other females (“‘ f’’), 7°7 per cent. 
of this total of unoccupied widows and wives (‘‘w’”’). Even so, unoccupied 
spinsters 65-70 are not excluded from the available women, as is done in Table 
B; but they are a small number and the error goes against my thesis. The 
other columns are obtained from the data in the respective “Table X”’ for each 
of the five towns surveyed. The figures in columns (1) and (2) are equivalent to 
the number of women, plus girls 14-16, earning and not earning respectively ; 
the figures in column 4 are identical with those for the women over 70 symbolised 
by “‘z”’ in the Appendix of the Survey. 
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the Midlands, or in such towns as Warrington, Bolton, Northamp- 
ton and Reading. Here, since the war, the available residue of 
women appears from the table to be definitely below 14 per cent. 
of all adult women. In the manufacturing towns investigated by 
Bowley and Hogg in 1924 the percentage is indeed in no case 
above 12-7 per cent. The reason for this slight divergence is not 
far to seek. The percentages derived from Census figures include 
all the population; Bowley and Hogg’s figures refer only to a 
representative sample of the working-class population at large, 7.e. 
outside of institutions such as the workhouse. It is the working- 
class population at large that interests us here; hence the Census 
percentages, surprisingly low as they may appear, require further 
reduction. 

From the residue of apparently available women found in the 
Census must be subtracted : 


(1) The idle rich, comprising girls living at home unoccupied, 
and women “of means,”’ whether maiden ladies or widows. 

(2) Inmates of institutions without hope of entering or 
re-entering industry. 

And both from the Census figures and those of Bowley—Hurst— 
Hogg must be subtracted : 

(3) ‘‘ Independent ” working-class women with sufficient 
means, €.g. a pension, to avoid employment. 

(4) Invalids incapable of industrial employment, who are—all 
the same—living at home. 

(5) The mentally defective, living at home. 

(6) Widowed mothers with children too young to be left 
without attention during the day, and who are unable to find 
others to look after them. 

(7) Girls ‘‘ helping mother” at home. A likely circumstance 
of elder daughters where there is a large family of younger children. 

(8) Women “ keeping house ” not for a husband, yet not for 
gain, and therefore not technically occupied. This class would 
include widowers’ daughters or other relatives “ substituting ” for 
the housewife. 

(9) Schoolgirls of working age, i.e. older than 14. 


An estimate of the percentage of all adult women (numbering 
approximately iifteen millions in England and Wales, 1921), which 
women in these nine circumstances probably form, is given in 
Table D. 
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TABLE D 
Proportion of Women not available for Gainful Occupation, 
even though unmarried and aged 14-65, on account of Specified 








Circumstances. 

Estimated 
Percentage 
T. Sources of Information and the of all Adult 

Circumstance. Methods of Estimation. Women 
(15 millions) 

(1921). 

(1) Idle rich. | 260,000 had incomes over £700 in 1910. 2% 
Probably about half were, or supported 








an idle unmarried woman, 14—65. 
(2) Inmates. 132,000 women over 12 in institutions or 4% 
homes in 1921. At least one quarter un- 
married women, 14—65. 

(3) Independents. | Sample investigation (see footnote +). Per- — 
centage included in Class 6. 
(4) Invalids. 1:3% of spinsters and widows, 16-64, re- 1% 
ceived disability benefit under Health In- 
surance at any one time = 0°6% of all 
adult women. Add invalids never insur- 


able. 
(5) Defectives. 0:475% of females over 16 mentally deficient % 
or imbecile (excluding idiots). Half at 
home and unmarried. 


(6) Widowed 575,000 widows, 14-65, wnoccupied in 1921. 1% 

Mothers. One-quarter tied to children, or pensioned, 
etc. 

(7) Mothers’ Sample investigation of unoccupied girls not 1% 
Helpers. at school, aged 14-16 (see footnote *). 

(8) Substitutes for | Sample investigation (see footnote +). 1% 
Housewife. 

(9) Schoolgirls. In 1921, 62,000 over 14 in elementary 1% 


schools, 80,000 (estimated) full-time in 
secondary and higher education. 











A partial check on the estimates in Table D is afforded by 
reference to the Census Returns of unoccupied males aged 14-65. 
The total of these for England and Wales in 1921 was 680,000, or 
5-2 per cent. of the total of the 13,150,000 males over 14. Lack of 
occupation on the part of men cannot be attributed to circum- 
stances (6), (7) and (8), and not in the same proportions to (1) and 
(3); but similarly to the case of women, may be due to men being 

1 Among a total of 5,790 women over 14 investigated by Bowley and Hogg 
in 1924 at Northampton, Warrington, Reading and Bolton, 71, or 1:25 per cent., 
were unmarried yet unoccupied in homes where there was no other woman 
unoccupied—presumably they were keeping house in substitution for a married 
unoccupied woman (circumstance 8); 136, or 2°4 per cent., were unoccupied 
girls between 14 and 16—some of these would be at school (say 1 per cent.), but 
most of the others, i.e. 1°4 per cent., were probably “ helping mother ” (circum- 
stance 7); 24, or 0°4 per cent., were living unoccupied and alone, presumably 
(circumstance 3) with independent means. In Table D these percentages of 
1-25 and 1:4 have been reduced to a conservative estimate of 1 per cent. and 
1 per cent. respectively, and the 0°4 per cent. of independents included under 
circumstance 6. 
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(2) inmates, (4) invalids, (5) defectives, (9) at school. Under (9) 
the percentage is approximately the same as for the girls—1 per 
cent. But the remaining 4:2 per cent. cannot be directly compared 
with the women’s percentages in circumstances 2, 4 and 5— 
totalling 14 per cent. in our estimate. For a proportion of all 
women that are (2) inmates, (4) invalids and (5) defectives has 
already been subtracted in subtracting married unoccupied 
women up to 65 to obtain the “available residue.’”’ These 
married unoccupied women numbered slightly under half of all 
women aged 14 and upward (see Table B, Columns 1, 2 and 3). 
Hence the unmarried yet unavailable percentage under these 
circumstances (2, 4, 5) should, on the analogy of the men, be 
somewhat over half of 4-2 per cent.; or, if we subtract the handful 
of idle rich (1) or independent (3) males aged 14-65, perhaps just 
under 2 per cent. This tends to establish the estimate of 14 per 
cent. for the women as somewhat conservative. , 
The nine additional classes of women probably unavailable 
for industrial occupation differ, of course, in the degree of their 
probable unavailability. Classes (1) the idle rich, (2) inmates, 
(4) invalids, (5) mentally deficient and (9) schoolgirls totalling 
34 per cent. are probably entirely unavailable. Classes (3) 
independent working-class women, (6) widowed mothers, (7) 
mothers’ helpers and (8) substitutes for housewife can probably be 
drawn upon by industry to a limited extent; they are partly 
available as a supply of labour, but that supply is highly inelastic. 
The result of subtracting these additional percentages of all 
women over 14 that are probably unavailable is given in Table E. 


TABLE E 
Further Correction of Available Residue of Women as percentage of 
all Women over 14. 





| ] 
| eee 
Census of 1921: | eine sg Hogg, 


Birmingham Survey of Four 

















Area Towns. Towns.! 
Residue available, Column (6), Tables 
BandC . 3 ; : j 91-14:0% | 8°4-12-7% 
Additional % entirely unavailable . 34% 24% ? 
Possibly available . . . «| 52-102% =| 63-10} %, 
Additional % partly unavailable. | 3% | 3% 
Probably available . ; ; 5 | 22-72% | 3+-+74% 
| 





1 Excluding Stanley. 
2 Women unavailable for circumstances (1) and (2) were not included in the 
Surveys. 
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IV 


We have now reached the admittedly paradoxical position 
that women’s wages are low because their supply is limited. But 
I do not think that this conclusion necessarily proves that either 
my own explanation or the general theory of supply and demand 
is untrue. The paradox only emphasises the importance of 
thinking in terms of curves, and of realising the assumptions on 
which the theory is based. The theory may not be untrue, but 
merely inapplicable under the actual circumstances. 

The supply price of women’s labour is in my view a curve 
beginning low, but sloping steeply upward as the amount of 
labour called forth increases. 

The women’s supply curve certainly begins low compared to 
the men’s. 


“ Fathers of families expect a family wage, and since most 
workmen either are, have been, or expect to be fathers of 
families, an effective majority of all male Trade Unionists 
will insist on a family wage being written into their ‘collective’ 
bargain with the employers. They meet the employers in a 
solid front with an agreed common rule for which all are 
prepared to strike if necessary. Not so among women. 
Among working women there is not one standard upon which 
a sufficient majority can agree and force upon the minority. 
For there are probably as many girls industrially employed 
who are living with their parents, and not wanting full keep, 
as girls and women living alone or trying to keep themselves 
and support dependents to boot. There can be no agreement 
to strike for wages sufficient to meet the heavy demands upon 
the women supporting others, and any wage adequate to their 
needs that may be secured is likely to be undercut by the low 
standard of requirements of girls partially supported by 
others.”’ 1 


But, as suggested above, the women’s supply price will after 
a point curve steeply upward; and the shape of the whole curve 
may be presented concretely by an estimate of the numerical 
frequency of the various groups composing the supply of 
women. Possibly about 10 per cent. of occupied women and 
girls offer themselves for employment merely to avoid the tedium 
of home, helping mother sweep, wash dishes and darn clothes, 


1 Florence, The Statistical Method in Economics and Political Science, p. 41. 
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etc.,1 and to secure the social companionship of the factory and 
a certain independence. This proportion of occupied women 
might well have a supply price as low as from 0-10s. a week. 
Next in order of supply price, willing perhaps to take as little as 
10s.—15s. a week, come the large proportion of all occupied women 
and girls, say 50 per cent. who are expected to contribute to a 
family income the bulk of which is earned by a father and possibly 
by brothers and sisters. Next come those supporting themselves 
and perhaps requiring at least 15s.-20s. a week; the proportion 
of self-supporters among all occupied women is, say, 20 per 
cent. Next come those women who have the responsibility of 
partially or wholly supporting dependents. The proportion of 
these among working women is, according to Rowntree and 
Stuart,2 12 per cent.; they might well require from 21s. to 35s. 
according to the fraction of dependents and their bargaining 
power, if they are to avoid the workhouse. 

In addition to these classes of women with fairly fixed ideas 
as to their requirements, are others who are not particularly bored 
or exploited at home, are not expected to contribute to the family 
income, and need not support themselves or dependents. They 
are those simply attracted by what appears to them “‘ big money ;”’ 
but clearly to different women the necessary attraction into 
industry has to be of various sizes of bigness. It varies all the way 
from pin-money to something really handsome, such as 40s. a 
week and over. The number of such pin-to-trousseau-money 
girls will vary according to the wage, but I do not think they are 
numerous. Let us suppose that at a ruling-wage of 25s. to 30s. 
they form the remaining 8 per cent. of occupied women ; but that 
a few more of this type can be secured if the wage is raised sub- 
stantially. 

The question, then, is whether it is worth while the employer 
increasing women’s wages all round merely to secure the additional 
extra-marginal women holding out for wages above those ruling 
in the market. The possible further supplies of women available, 
which in the Birmingham area form from 5? per cent. to 102 per 
cent. of available women beyond the 42 per cent. actually occupied,® 
might only be called forth by wages at least as high as 40s. a week. 
If larger inroads are to be made on the less available women and if, 
in consequence, the working-class prejudice against taking girls 
away from home and against the employment of married women 

1 See Graham Wallas, The Great Society, Chap. XIII. 


2 The Responsibility of Women Workers for Dependents, Oxford Press. 
3 Column 1 + (1 + 2), Table B, Birmingham. It is even less in other towns. 
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is to be overcome, then the wages offered might well have to rise 
still more steeply. 

Probably in manufacturing areas close upon 50 per cent. of 
adult women are absolutely unavailable at any likely wage that 
would be paid. War experience showed that even as late, in the 
deliberate policy of substituting women for men, as January 1918, 
the number of women added to those in pre-war employment (when 
the reduction in domestic servants is allowed for) was little more 
than 30 per cent. This would represent 55 per cent. of all adult 
women in Birmingham (130 per cent. of 42), and in peace times 
there would not be the release from domestic duties of married 
women without young children due to the absence of the husband 
on service; the “home fires ” have by custom to be kept burning 
all day. The shortage of available women was, by 1918, indeed, 
clearly realised in official quarters. 


“The quarterly reports (of the Board of Trade) for 
October 1917 and for January 1918 again raised the query 
as to whether the supplies of female labour were not approach- 
ing exhaustion. In October the report for the quarter 
showed that the increase in the number of women employed 
was only 48,000 as compared to 140,000 the preceding 
quarter. In industrial occupations the increase had been 
only 21,000 as against 73,000 the preceding quarter. The 
report for January 1918 is even more striking. The total 
gain in the number of female employees in all occupations 
was only 4,000.” 


The importance attached to the fact that the available total 
supply of women is limited must meet a serious objection. It is 
not the total supply of women the industrialist cares about, but 
the supply for his particular works, and he might well be able 
to secure women by transference from other employments. In 
theory an industrial employer should be able to substitute women 
for men by offering a wage merely sufficiently high to transfer 
them from other employers, and this would force the other 
employers to raise the wages of their women employees in self- 
defence, thus raising the whole level of women’s wages. 

In dealing with this objection two cases must be distinguished : 

(1) Possible transference between manufacturers. 

(2) Possible transference to manufacturing industry from 
other women’s occupations. 


1 British Labour Conditions and Legislation during the War, Hammond, 
Carnegie Endowment, Oxford Press. 
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(1) There are at least two assumptions underlying the con- 
tention that manufacturers will gradually, bit by bit, bid up the 
wages of women against one another that are in practice not 
satisfied. There is not (i) perfect competition nor yet (ii) com- 
plete divisibility. 

(i) There is a generally accepted rate for women—part of the 
system of wages made familiar to us by Professor Clay—which 
bears a definite relation to skilled and unskilled men’s wages, and 
which would be difficult to alter without also disturbing the wages 
of those other, men’s, grades. As Mr. Dobb points out, the rate of 
wages ruling in the past tends to determine present and future 
wages. Employers, and sometimes (male) Trade Unionists, seem 
to have definite views of what a girl or woman should earn— 
certainly of what it is too much for her to earn. Any employer 
raising women’s wages even slightly above this maximum would 
therefore tend to fall foul of his fellow-employers in the same 
district, and possibly his male employees. As a result there is a 
sort of unilateral buyers’ monopoly in the sense that there is a 
limit, tacitly agreed upon, to the price offered in any local market 
for women’s labour, and that, owing to the weakness of women’s 
Trade Unions, this quasi-monopolistic ring is not met by a 
corresponding sellers’ monopoly or ladies’ agreement on the part 
of the women. 

(ii) Indivisibility appears both (a) in women’s wages structure 
and (b) in the amounts by which employers add to their female 
working force. 

(a) Women of given age-groups employed in industry tend to 
have a very similar rate of wage, and the deviations from the 
average level of wages are certainly much less than in the case 
of men. Women workers, in fact, are not usually graded into 
skilled, semi-skilled, unskilled classes, nor are they as a rule 
differentiated into separate crafts. Hence it is difficult for any 
employer to raise the wages of women in one group which he 
wants to increase without raising the wages of all the women 
he employs. The additional profit obtained by substituting 
additional women for men may thus be offset by the addition to 
the wages of women he employed originally and whose service he 
could have continued to obtain at the original wage. 

(6) Even though such a steep rise in the supply-price of 
women as I have indicated might still allow the strictly economic 
employer to substitute women for men individually, it must be 
realised that women do not customarily work side by side with 


men on the same job, but are substituted, if at all, in quanta; a 
D2 
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“battery of machines” or a whole department is transferred 
en bloc. One large-scale employer of women whom I questioned 
stated definitely that “ with regard to the substitution of women 
for men individually we find it desirable to make changes in respect 
of sets. We would not consider, for example, in a men’s depart- 
ment taking a man off any particular class of work and putting in 
a woman to do it. We do not look with favour upon the indis- 
criminate working of men and women together, and in the com- 
paratively few cases where we have joint work, the women work 
together in batches entirely under the control and supervision of 
a forewoman.” 

This bloc transference of a whole section from men to women 
usually necessitates rearrangement in the division of labour and 
the handling of machines; and once such rearrangement is under- 
taken with all the expenses in thought, time and money involved, 
the employer must be sure that the supply of women is, and will 
continue to be, sufficient to keep the new plan going. In short, 
the substitution of women for men that might be theoretically 
expected often fails to occur to any large extent because the wages 
employers would have to pay to obtain and maintain ample and 
continuous guanta of women’s labour would be very much higher 
than current wages, and might, when added to the expenses of the 
necessary reorganisation, entirely cancel the “ better value for 
money ” that the current women’s wages appears to give. 

(2) Finally, there is the possibility of transference to manu- 
facturing industry of women in entirely different occupations. 

The geographical immobility of women has already been 
referred to. There is a definite social convention against girls 
leaving the family circle, and hence women stick in the locality 
where the father or brother can find employment and do not move 
to places where they themselves can be employed, or might find 
higher wages. But there is also a distinct immobility as between 
large groups of women’s industries. In particular, manufacturing 
industries do not readily draw supplies of women from (a) the 
commercial occupations or (6b) the domestic and personal service 
group. Women in group (a), such as typists and shop assistants, 
consider themselves definitely in a higher social class and would 
have to be in very dire distress before they moved “‘ downwards ”’ 
into factory work, however high the wage bribe. Women in 
group (b), though perhaps less set apart socially, are yet, if 
domestic servants, often set apart geographically. The gentry 
who employ them, whether at home or in hotels, avoid industrial 
districts wherever possible, and the supply of domestics is thus not 
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conveniently distributed as a source of industrial labour More- 
over, even if domestics live in industrial districts there still remains 
the prejudice (in their parents’ minds if not their own) against 
abandoning living-in for lodgings. Prejudice might be overcome 
if domestic service were paid much less than industrial work, but 
when the free board and lodging is added this appears no longer 
the case. 


V 


The contribution of the statistical evidence I have submitted 
may be summed up as a criticism of the general assumption that 
women are ‘‘ crowded”’ into a few occupations. The women 
available for gainful occupation are by no means as numerous as 
the available men; and the fact that more occupations are closed 
to women than to men does not prove more over-crowding. There 
are fewer women’s occupations, but then there are fewer—perhaps 
only half as many—women available. 

That in spite of their lower wage per given efficiency, women 
are not increasingly substituted for men appears in fact to be due 
to a naturally, or rather a conventionally, caused limitation of 
their available number. The working-class convention that 
women retire on marriage tends to prevent the “ calling forth ” of 
married women (and some others with married women’s con- 
ventional duties) back into industry by any wage likely to be 
thought reasonable in business circles. The fundamental factor 
is thus the women’s supply-price curve, and this probably rises 
steeply after a certain amount of “ self-low-priced ”’ labour has 
been absorbed. 

Taken in conjunction with elements of unilateral monopoly, 
indivisibility and immobility in the women’s labour market, it 
is this peculiar supply-price curve that explains, in my view, 
Cassel’s paradox of women’s non-substitution for men in spite of 


their apparent better value for money. 
P. SarGant FLORENCE 


University of Birmingham. 











SCHUMPETER AND THE CONCEPTION OF STATIC 
EQUILIBRIUM 


In spite of the acute practical problems which arose in the 
post-war period, German economic theory remains as much 
occupied with fundamental theoretical questions as ever it was, 
but with the difference that it is so much concerned with its own 
incapacity to deal with these practical problems that it has 
become more remote and abstract than ever. For this reason 
it is now tending to concentrate on one central question, the 
static-dynamic antithesis, an issue which, as Professor Robbins 
showed in his article in the June number of the Economic JOURNAL, 
frequently occupied British economic thought until Marshall 
more or less intentionally neglected it, and which long continued 
to occupy economic thought on the other side of the Atlantic. 
In Germany, however, the ambiguities of the conception of static 
equilibrium have always been fully realised,1 and the limitations 
of analysis of the economic system on static assumptions are 
always emphasised, either because such analysis hardly seems to 
explain the facts, so much are the operation of the laws impeded 
by “friction,” or because these “frictions’’ are regarded as 
disturbing, not merely impeding, forces which demand treatment 
in their own right, by a new method of analysis. In England 
in the past few years the abolition of those tenets and devices of 
orthodox theory—increasing returns in industry, the representa- 
tive firm—which arose from forcing non-static elements into the 
static frame, has not been accompanied either by belief in the 
possibility of further perfecting the static analysis or in the 
possibility of analysis on new lines. In Germany there has never 
been an orthodox school; new theories have multiplied rapidly in 
the last fifty years, falling into one of the two main classes of 
theorising, the historical-sociological, that is, the classical attitude, 
and the mathematical-deductive, which were roughly equal in 
influence before the war and continue to develop on opposed 
lines. No synthesis of the new value theory with the work of 
the classical economists comparable to Marshall’s has ever been 
attempted, principally because the work of the formative theorists, 


1 For instance, see Streller, R., Statik u. Dynamik in der theoretischen National- 
okénomie, 1926, and Heinze, Statische oder dynamische Zinstheorie, 1927. 
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List and Marx, was so alien to the methods of the mathematical 
type of analysis. From the standpoint of German theorising the 
significance of Schumpeter’s work lies in its apparent success in 
synthesising the contributions of the two schools, by means of a 
new definition of the terms static and dynamic. To treat his 
insistence on the importance of the static-dynamic distinction as 
a doctrine based on the Clarkian construction, or a misunder- 
standing of it, points to a complete misapprehension of the 
system’s logical basis and theoretical significance, which consists 
precisely in the meaning he attaches to those terms. 

The contributions synthesised are the same as those synthe- 
sised by Marshall, though they appear in a different disguise, owing 
to the peculiar characteristics of German economics. In attempt- 
ing to formulate the law of the mutual determination of prices, 
costs and earnings (the Zirkulationsprozess 1), German theorists 
always received the utility principle, as expounded by the Austrian 
school, and even in the hands of Wicksell, with distrust, on account 
of its reliance on subjective valuation, which seems to vitiate its 
validity as a basis for a system of objective relations. Though 
this objection appears less cogent to the non-German mind, it 
appears to carry more weight than the more commonly made 
objections, for instance, that the equation of exchange can only 
deal with single commodities and assumes a price level already 
fixed. The objections to this particular method of expounding 
the first principle of economic theory were so acutely realised that 
the leading modern deductive theorists have not attempted to 
work with it at all: Liefmann, Oppenheimer and Englander 
develop their own formule. The formule themselves are not 
important; but what is important is the result of the searching 
criticism of the utility principle from which the alternative 
approaches are developed. The theorists are occupied much 
more with the “ lie” of the theory of value than with its potential 
developments, whereas British theory, in its haste to get a 
conclusion from it with some bearing on actuality, has often 
neglected to define its assumptions. The phrase “die ster- 
bende Wertlehre ” gives a wrong impression—what is dying is 
not value theory but the ceteris paribus which used to accompany 
it. The result of all this examination is the conclusion that any 
general theory of value which aims at expounding the mutual 
determination of real costs and incomes and prices—that is, the 

1 Lederer, E., ‘‘ Der Zirkulationsprozess als zentrales Problem der 6konom- 


ischen Theorie,” in Archiv fiir Sozialwissenschaft, 1926. 
A. Ammon, “ Der Stand der reinen Theorie,” in Festgabe fiir Brentano, 1925. 
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power of self-adjustment in the economic system, or the equi- 
librium tendency—must assume a society, not only without 
classes of producers (as Wieser showed), but a society without 
capital, and therefore without development. The only merit of 
the marginal utility method of analysis as compared with the 
labour theory was its sharp emphasis on the problem of imputa- 
tion (Zurechnung); instead of asserting, as the labour theory did, 
a rough and vague connection between real costs and incomes 
and prices, it insisted on the necessity of attributing increments 
of the products to increments of the productive factors, and 
thereby raised the problem of the existence of a non-imputable 
income, interest. 

The theorem of the mutual determination of incomes, costs 
and prices must assume a system of exchange and division of 
labour in which each individual or group of individuals produces 
for the market, where they exchange their products for the 
products of other individuals or groups, their earnings depending 
on their output, their demand on their earnings; no producer or 
group of producers can charge more for their product than its 
cost of production, i.e. what it costs the producer to live. There 
are no incomes but earnings, and all earnings must be imputed 
to an earner. Interest is an income which cannot be imputed 
to any earner, neither to a person nor to concrete commodities, 
and must therefore be excluded. No saving is possible because 
income only covers needs. (What the standard of living is is 
quite immaterial, as long as it is taken as given.) The system 
runs, not on the principle of a “ reasonably consistent pursuit of 
economic gain,” 1 but on the Bedarfdeckungsprinzip, and there is, 
therefore, no question of economic motives, unless the economic 
subjects cease to see the necessity for living. These are the 
conditions for the purely competitive state, the “‘ natural system,”’ 
the “solar system of equilibrium and balance.” 

This conception, as an instrument of theoretical analysis, is 
a necessary stage in any theoretical exposition. The difficulty is 
to place it, once the assumptions for its proper working have been 
made clear; it is obviously not real in the sense that it is or ever 
was (though primitive communities may come near to it). To 
say that it is the principle on which every economic system runs, 
normal in the scientific sense, is no help at all. That may mean 
either that it 7s the present economic system working under a 
tangle of restraints and hindrances of all kinds, but still working, 


1 The system on which Marshall’s system runs, according to Homan (Con- 
temporary Economic Thought, 1928). : 
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and capable of working perfectly if as many of the restraints and 
hindrances as possible are removed, or that in the real world 
there are forces working against the normal system so powerful 
that it acts as a brake on them, not they on it. Schumpeter 
places it by holding that the law works in any economic system, 
so far and only in so far as the economic subjects adapt them- 
selves to changes. To that extent the whole system is static, 
though not necessarily stationary; it changes, but does not 
itself generate any change. It may grow, by increase of popula- 
tion or expansion of the area of cultivation, but it adapts itself 
to, and does not develop itself from, the given conditions. For its 
proper working it is not necessary to assume that there has been 
no previous capital investment, only that there is no capital in 
the book-keeping sense, 7.e. disposable resources for investment. 
Thus his conception avoids the difficulties of the starkly fictitious, 
purely working society of Marx. The whole force and value of 
Schumpeter’s teaching is concentrated on this new definition of 
the static state.} : ‘ 

But in the actual economic system we are familiar with sur- 
pluses over earnings accruing to individuals and groups which 
arise from changes in the system, new products, processes, new 
organisation of production. If the natural system is conceived 
of as one which does grow of its own accord, value theory must 
account for these surpluses and the method of their utilisation. 
But if the natural state, in which the law of the mutual deter- 
mination of prices, incomes and costs is valid, is unable to generate 
any change itself, the existence of these surpluses must mean that 
something non-economic has happened, not to be accounted for 

1 Professor Robbins objects (‘‘The Conception of Static Equilibrium,” 
Economic Journat, June 1930) that to state dogmatically that “‘ Arbeit und 
Boden” are the only ‘‘ Ertragsquelle ”’ in any static conditions is to beg the 
question completely. But Schumpeter, in the passage which Professor Robbins 
finds inexplicable, says only ‘“‘ unter unseren Voraussetzungen,’’ 7.e. in his own 
special meaning of the term. The question which his definition attempts to 
answer is simply ‘“‘ Under what conditions does the law of mutual determination 
of incomes, prices and costs work ? ” and his answer—an answer which is, in his 
own opinion, the special contribution of German economic theory, originating 
from the combined influence of Marx and Béhm-Bawerk (cf. Wirtschaftstheorie 
der Gegenwart, 1927, Vol. I. p. 26)—is, “‘ only when there is no development, that 
is, without capital and therefore without interest,’’ because interest is an income 
which cannot be “‘ imputed ”’ to an earner. Professor Robbins seems to suggest 
that the argument is reversed, that Schumpeter first, on the basis of some special 
interest theory, describes interest as a dynamic income and then can find no place 
for it in static conditions. When the special assumptions of the static state are 
held in mind, Professor Robbins’s criticism, that if there is no yield to the use of 
capital, there is no reason to refrain from consuming it, does not affect the 
argument. 
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by that law. From that law we cannot even determine whether 
such surpluses will be consumed or invested in the means of 
production to introduce further changes, let alone the existence 
of conditions favouring their utilisation, such as a credit system, 
a reserve army of labour, differences in industrial structure, a 
legal system permitting private ownership of the means of pro- 
duction and inheritance of property—conditions not merely 
disturbances of the system of equilibrium, but aids to the func- 
tioning of this non-economic process. On that basis, theory 
cannot regard these surpluses as the result of friction, but must 
treat them as the result of something at work which does generate 
change. This is the acquisitive motive, the Erwerbsprinzip, not 
postulated in the adaptive state. 

In the treatment of this motive, Schumpeter’s indebtedness 
to the other great school of German economic thought, the school 
of Sombart and Max Weber, is apparent. The acquisitive motive 
was always taken for granted by British theorists as the only 
principle of all economic systems, principally because economic 
theory and capitalism grew side by side; but in Germany the 
teaching of Sombart, that it should be regarded as a special his- 
torical manifestation—owing to excessive emphasis on method- 
ology 1 (partly also perhaps to the later survival of other types 
of economic organisation)—has a firm hold. Schumpeter takes 
over the emphasis on the spirit of capitalism, without the accom- 
panying doctrines, and treats it as manifested principally in a 
special activity. On to this concept of economic activity he 
throws the whole weight of his theory of economic development, 
just as Sombart throws the whole weight of his theory on to the 
spirit of the capitalist system, only in the one it is a mystically 
approached historical phenomenon, and in the other a datum in 
a mechanistic theory of economic development. 

This activity may be described as innovation,” though it is a 


1 Sombart, in an effort to avoid those excrescent doctrines in Marx which 
arose from the attempt to interpret history on the Hegelian plan without the 
Hegelian doctrines, intended to treat historical epochs as causally, not logically, 
generated from each other. In fact, in the introduction to his Modern Capitalism, 
his conception of history is more Hegelian even than that of Marx: the whole 
classification turns on his application of the term Hochepoche to the epoch in 
which the spirit of a single economic system achieves its full consummation. 
Such reliance on the unifying force of the spirit is the dialectical method itself. 
Cf. Troeltsch, Die Historismus u. seine Probleme, p. 366. 

2 This term simply means any sort of interference with the adapting system : 
what Veblen describes as “ interstitial adjustment.” Patten and J. B. Clark 
used the term in exactly the opposite sense; for them the dynamic forces were 
changes in the wants of consumers which call forth responses in the shape of 
change of processes, new discoveries and organisation of production, and that is, 
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function of co-ordination at the same time. In the static state 
the wants of the consumer co-ordinate the system: no further 
co-ordination is necessary (as it was necessary in the static equi- 
librium of British orthodox theory). “Successful innovation is 
a task sui generis. It is a feat not of intellect but of will. It is 
a special case of the phenomenon of social leadership.” 4 

In the capitalist system, the capacity to exercise this will is— 
de facto—confined to a relatively small number of people. 
(Schumpeter does not, of course, intend to divide humanity into 
two types, the entrepreneur and the adaptive type, the Wart 
schlechtweg ; in most individuals the characteristics of both types 
are present in different degrees. He only wishes to avoid the 
obvious fault of the orthodox system which was obliged to assume 
that every economic subject was both capable of acting and able 
to act in this way.) Consequently incomes derived from this 
activity are not earnings. They are temporary monopoly rents; 
temporary because as soon as the innovation is made, it is 
imitated. If such incomes are supposed to arise from risk-taking, 
management or waiting, it is implied that anyone can earn these 
incomes, since the real cost of doing these things is more or less 
the same for everyone. By calling these incomes surpluses it is 
not intended to deny that those who get them take risks, manage, 
abstain or wait, but that they are paid for the monopolistic per- 
formance of these functions, not for the performance itself. There 
is no question of real cost, since the individual either has the 
capacity to act as entrepreneur or he has not.” 

This activity is connected with the process of self-repeating 
economic activity by the payment of interest, since every innova- 
tion necessitates a new combination of productive factors and 





of course, a process of adaptation, not the creation of new wants by innovation. 
Clark regards the dynamic forces as oscillations round the equilibrium and 
economic progress as a series of hops, accompanied by friction, from one state of 
equilibrium to another. Consequently, he keeps the regular rate of interest- 
determined-by-productivity doctrine side by side with the doctrine that there is 
no abstinence in the static state (and should conclude, therefore, that interest 
cannot be treated on the assumptions of that state), and considers it legitimate 
to treat wages and interests as static incomes determined by their marginal 
products, side by side with the dynamic income profits. 

1 Schumpeter, “Instability of Capitalism,” Economic JourNaL, Sept. 
1928. 

2 Mr. Dobb’s treatment of entrepreneur income as rent arising from institu- 
tionally secured monopoly is in principle similar to Schumpeter’s. Schumpeter 
does not flourish the historical fact of special privilege—which he might possibly 
regard as a circular argument—but the monopoly which arises from a division 
of humanity into two classes—a natural division greatly intensified by capitalist 
institutions. 
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therefore additional purchasing power. The credit institutions, 
by letting the proportion of liabilities to reserves increase, give 
the entrepreneur the right to make the new combination, and 
nothing limits their power to do this but the supply of entre- 
preneur ability existing at the moment, 7.e. the opportunities for 
successful innovation, the prospect of additional goods being 
produced which will subsequently counteract the effect of the 
creation of the new purchasing power on the price level and bring 
about a new equilibrium. Since there is no possibility of saving 
in static conditions, the banks’ reserves must have originated 
from previous developments; they represent only an insurance 
fund against failures, and are not, in any sense, the source of the 
new loans. But the rise in the price level occasioned by the 
grant of additional purchasing power is not a phase concluded 
as soon as the entrepreneurs’ undertaking is producing; the rise 
in the price level stimulates the demand of other entrepreneurs 
who can only make profits at the higher level, unlike the first, 
who made profits at the level existing under static conditions; 
their demand causes a further rise in prices, and stimulates demand 
from entrepreneurs who can only make profits at a higher price 
level than the actual increase of credits will cause, that is, demand 
from unsuccessful innovators. At some indefinite point the 
increase of purchasing power must be checked and a new 
equilibrium must work itself out. 

If, however, credit creation is not limited, either by the amount 
of goods existing at the time or by savings, there can be no supply 
price for credit; it should not be necessary that the entrepreneur 
should pay a price for the purchasing power granted to him, and 
it is quite conceivable that he should be paid for his services. No 
further restriction on the amount of credit granted is necessary, 
since the amount of entrepreneur activity, that is to say, the 
demand, is naturally limited, while the supply of credit is not. 
Schumpeter’s answer to the question of why the rate is always a 
positive one is that the entrepreneurs’ demand, though never 
infinitely great, is only subject to very vague limits; there are 
grades of ability, and the effect of satisfying the demand by the 
issue of credit has the effect, not of checking demand, but stimu- 
lating it still further, so that in a time of credit expansion the 
limits tend to disappear. Entrepreneur ability can only be 
tested under given conditions, 7.e. with a definite price level, and 
when the level is rising the line between successful and unsuccessful 
tends to vanish. The banks’ power of creating credit is limited, 
first, by the necessity of maintaining a reserve against failures, 
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then by the necessity of compensating for a possible increase in 
the price level which will diminish the value of the loan when it 
is returned, and by the necessity of paying the banker for his work 
and special knowledge. What the relative importance of the 
three is, is not explained, but together they are sufficient to 
account for the fact that the rate is always positive. The actual 
level of the rate depends on the whole complex of economic 
conditions. Interest is the special means used by the capitalist 
system for the introduction of new combinations; it acts as a 
kind of carburettor, regulating the mixture of innovation and 
adaptation necessary to the running of the system. The whole 
doctrine in its essentials is already familiar to English readers in 
Professor Pigou’s credit creation chapters; Mr. Robertson’s 
‘imposed lacking’; Mr. Hawtrey’s emphasis on saving from 
profits. 

Interest is consequently not a separate class of income nor a 
permanent source of return. When the entrepreneur has estab- 
lished his new enterprise, he obtains profits and can pay-interest 
so long as the enterprise remains an innovation, that is, until 
competitors arise, reduce his prices and his profits till the product 
is produced “‘ kreislaufmissig,” 7.e. when returns only cover wages 
and rent. The nature of this process is concealed, because in 
individual enterprises innovations are repeatedly being made, or 
the entrepreneur’s monopoly is somehow secured by artificial 
means and income from it becomes rent. Here Schumpeter’s 
teaching runs parallel with the doctrine that the rate of interest 
is “‘ only applicable to long-period investments in a very limited 
sense,” from which it might have been inferred that there may 
be no separate category for it at all. 

Is Schumpeter’s theory, then, no more than re-classification ? 
If it is only that, it should be possible to treat the entrepreneur 
earnings as a special case of monopoly under a competitive system. 
But if the old apparatus is applied, earnings are not intelligible 
at all except as earnings of undertakings. Payment for the ser- 
vices of the entrepreneur is payment for his total utility,+ and 

1 This is recognised by Edgeworth in his refutation of Hobson (‘‘ Theory of 
Distribution,” 1904, in Collected Papers); while rejecting Hobson’s statement of 
the problem of imputation as a misunderstanding of the spirit of the calculus, 
since it takes land, labour and capital as a single dose each, he really admits the 
argument which Hobson could have used, that while applications of land, labour 
and capital can conceivably be made in infinitely small increments, the entre- 
preneur function, being creative, is indivisible. It can only be so treated if it 
can be regarded as identical with the work of the salaried manager—as Edge- 


worth evidently thought it could not; the salaried manager is just as much 
Schumpeter’s Wirt schlechtweg as the average labourer. 
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the value of the total supply of an indispensable commodity is 
infinite. Since each entrepreneur is indispensable to his own 
enterprise, and the entrepreneur class (or rather type) is pre- 
sumably indispensable to the whole system, it should follow that 
each entrepreneur can claim all the earnings of his own enterprise 
and all the entrepreneurs can share out the natural income among 
themselves. There can be no principle of distribution, for while 
it is to the interest of the individual entrepreneurs to reduce their 
costs to the lowest possible level, it is the interest of all the 
entrepreneurs to keep them as high as possible. 

Using the old methods of analysis with the new classification 
therefore means a relapse into chaos; all maladjustments and 
frictions can produce a theoretical raison d’étre. Any payment 
over the “‘ usual rate ” is, ex hypothesi, return for the exercise of 
entrepreneur activity, for it is the existence of the payment 
which proves the existence of the function rather than the exer- 
cise which necessitates the payment. All temporary spreads are 
justified, not because they support in the intervals of adjustment 
the anticipations which reductions in real costs are expected to 
justify, but because they are necessary to call forth innovation. 
But temporary spreads cannot measure the amount of entre- 
preneur function that has been exercised; it is not capable of 
measurement. The existing state of affairs is explained away. 
This is precisely the result which Schumpeter wishes to establish : 
that capitalism is not a system which can be treated with the 
same theoretical apparatus as can be applied to the static state. 
It is not a chaos, but it is not capable of analysis on a single 
principle. ‘The two elements must be given the treatment suitable 
to them: if economic theory is to develop, it is necessary ‘‘ to 
relegate to one distinct body of doctrines the concept, the con- 
tinuous curves and small marginal variations, all of which in their 
turn link up with the circuit flow of economic routine under 
constant data, and to build up alongside of this, and before taking 
account of the full complexity of the real phenomena, secondary 
waves, chance occurrences, ‘ growth,’ and so on, a theory of 
capitalistic change, assuming in doing so that non-economic data 
are constant and gradual change in economic conditions is absent.”’} 

There is, therefore, involved in Schumpeter’s doctrine a funda- 
mental divergence from the type of theory described as orthodox, 
in which, according to Professor Robbins, “the condition of 
stationariness is the resultant of the balance of the forces tending 


1 Schumpeter, ‘‘ The Instability of Capitalism,’? Economic JouRNAL, Sept. 
8. 
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to change,” in which the system rights itself on its own power. 
Schumpeter holds that the changes are generated by the innova- 
tion activity, to which the system of equilibrium, the Kreislauf, 
adjusts itself. His conception differs just as fundamentally from 
the Clarkian, “‘ in which the factors of production are held station- 
ary by hypothesis and equilibrium is attained within these 
conditions,” since in his static state what is held stationary is 
not the supply of capital but the demand for it, 7.e. the power to 
exercise entrepreneur ability. His theory only resembles Clark’s 
in that he holds that the dynamic forces require special treatment. 

That the theory represents an advance on British orthodox 
theory is an assertion which those who believe orthodox theory to 
represent an advance on Ricardo must deny, since it is, in essen- 
tials, almost identical with Ricardo’s teaching, which orthodox 
theory examined, in part abandoned or explained away, and in 
part synthesised with the new methods. Although the termin- 
ology and background are entirely different, and explicit doctrines 
play the same part as Ricardo’s hints and loose ends, the simi- 
larity is unmistakable. Ricardo holds, like Schumpeter, that 
any economic system works on the law of the static state, 7.e. 
that incomes, prices and real costs determine each other; instead 
of taking the Marxian line of establishing the complete validity of 
the real costs or labour theory of value by making it more and 
more abstract, he allows it to exist in the real world “ con- 
siderably modified.”” In the famous fourth section he effects a 
transition from a static state working through the consumer, 
where real costs determine value, to the state in which capital 
accumulation and inventions are taking place, in which prices are 
determined by money costs, and these costs determined by the 
demand of the entrepreneur (though the whole section is so 
baffling that it was not unnatural to suppose that he meant simply 
that whereas labour costs determine value in the natural state, 
labour and capital costs together determine it in the actual existing 
capitalist system). Schumpeter, holding that the utility theory 
of value is no more valid than the labour theory of value to explain 
the determination of values in a capitalist economy,’ can say 
no more than that it too is “considerably modified ” in that 
economy.” 


1 He does not, in the 1926 edition of the Theorie, explicitly assert that the 
utility principle is no better as a value theory than the labour theory of value, 
but the conclusion follows inevitably from his whole argument, as he has since 
recognised. Cf. Conrad, ‘Der Zusammenbruch der Grenznutzentheorie,”’ in 
Jahrbuch fiir Nationalékonomie und Statistik, Oct. 1928. 

2 But Ricardo has implicitly a definite view as to the connection of the two. 
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But it is by now fairly generally admitted that the attempt 
to explain the capitalist system on a single principle hardly 
succeeded. Unable to realise the significance of the labour 
theory of value or the treatment of profits as a dynamic income, 
British theorists after Ricardo had produced special or eclectic 
theories about interest and profits, without realising that they 
were impairing the validity of whatever general law of value 
they favoured. Orthodox theory took the same line: once the 
classical theory of cost of production (taken to mean real cost) 
determining value had been related to the new marginal utility 
theory and the same law had been shown to determine the value 
of commodities and the value of the factors of production, there 
should have been no room for a special theory of distribution at 
all. Yet that the special theory of distribution—the doctrine 
of the principle of substitution working through the entrepreneur 
—was retained, really proves that the new theory could not force 
the dynamic element into the static frame. By admitting that 
the value of the factors of production depended on their utility 
to the entrepreneur’s income, not on their power to satisfy the 
wants of the consumer, it really admitted the utility principle to 
be as powerless as the labour theory of value to express the 
mutual determination of prices and wages in a capitalist system. 
The utility principle was only an advance in that it could account 
for the value of commodities not reproducible by labour, and 
therefore for the infinite value of the services of the entrepreneur ; 





Marx, owing to his confusion about the place of the labour theory, could never 
make his dynamic theory anything but a theory for the individual firm; he could 
prove that a single undertaking may progress by paying lower wages, but could 
not extend that argument to the whole economy. Ricardo made the connection, 
not by promulgating a theory of dynamic relations, but by proving that a 
capitalist society, suddenly frozen at its level of achievement by ruling out 
invention, that is, without the independent variable of entrepreneur activity, 
would be impoverished by the working of economic laws. Supposing the quantity 
of money invariable and the price level fixed, profits cannot rise or fall without a 
rise or fall in prices, because profits are a surplus out of which wages are paid. 
If the prices of agricultural products rise owing to the scarcity of land, prices of 
manufactured goods must fall, since wages are cost of subsistence, which rises 
owing to the rise in the prices of agricultural products, and profits must fall. 
This is the reverse side of Schumpeter’s doctrine, that profits are a dynamic 
income and that no advance is possible without credit creation. Ricardo avoids 
the difficulty of connecting dynamic and static tendencies by giving the argu- 
ment a negative form. He has, of course, no explicit doctrine of the nature of 
entrepreneur activity, but the belief that inventions take place fortuitously in 
vacuo, slight though it appears, plays exactly the same part and is just as intelli- 
gible as Schumpeter’s developed doctrine of the nature of entrepreneur activity. 
Ricardo can see no reason why inventions should continue, nor can Schumpeter 
see why the entrepreneur spirit should not be transmuted into the semi-scientific, 
semi-political spirit of the directors of large combines. 
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it simply provided the way for its own breakdown as a general 
law of value. 

Schumpeter’s theory is an advance in that it represents a 
much clearer consciousness of the value and limitations of the 
conceptions it utilises; it shows that the weakness lay, not in the 
orthodox system’s incompleteness, but in its attempt to force 
dynamic elements into the static mould. The distinction could 
not be dispensed with altogether; it had to be disguised as the 
distinction between long-run and short-run effects, not an effective 
substitute, since the tendencies differ in nature and not merely 
in the period of their operation. Made in that way, the distinc- 
tion does suggest that in the long run we are all dead, not that 
we never live in it at all. It ignores forces working against—not 
merely round—the tendency to equilibrium; it obscures the real 
nature of economic laws as effectively as Marx did, for it analyses 
the existing economic system as if all incomes were capable of 
discussion in terms of productivity. 

In consequence the Schumpeter theory is not obliged te create 
a special problem out of the trade cycle, as orthodox theory was. 
The trade cycle problem, for any economic theory which holds 
that a general law of value, i.e. the equilibrium tendency deter- 
mines the working of the capitalist system, arises because it is 
impossible under those conditions to infer cwmulative dynamic 
movements.!_ Hence some special theory has to be erected, after 
the selection of certain types of friction for special emphasis, and 
the assumption of an unstable business situation, to explain how 
a given exogenous disturbance can act cumulatively until return 
to equilibrium is only possible by violent change. If the situation 
itself contained no dynamic tendency, the exogenous disturbance 
would cause mere adjustment. Orthodox theory could make no 
connection between its general principles and the trade cycle, 
except by the now discredited doctrine of the “real” rate of 
interest. The existence of a special theory admitted that the 
essence of the capitalist system must be treated as an aberration 
of economic laws. 

Schumpeter’s theory, on the other hand, acts as a solvent— 
not a solution—of the trade cycle problem. It asserts simply 
that the cycle is the result of the way in which the two activities, 
innovation and adaptation, act upon each other. In the existing 
economic system disturbing forces are at work, which, owing to 

1 Lowe, Weltwirtschaftliches Archiv, 1925. ‘‘ Wie ist die Konjunkturtheorie 
iiberhaupt moéglich?”’ Mises, Geldwertstablisierung und Konjunkturpolitik, 1928, 


and Lowe, ‘ Der Stand der Konjunkturforschung,” in Festgabe fiir Brentano. 
No. 161.—voL. X11. E 
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the operation of the credit mechanism, act cumulatively and do 
not cancel each other out until the equilibrium tendencies assert 
themselves through an increase in the tax on innovation, checks 
them and permits a new equilibrium to emerge. It is, owing to 
the very nature of the system, impossible to foresee when this 
point will come; the periodicity of the cycle is, in his opinion, 
not regular enough to require explanation. Further, again owing 
to the very nature of the system, it is impossible to say how much 
fluctuation is desirable, for the theory can have no standard of 
optimum progress. (For instance, the standard used by Mr. 
Robertson—the fluctuation of frictionless barter—is not available 
because the whole theory rests on the doctrine that the state of 
frictionless barter is a state without capital.) Since it can draw 
no line between the interests of the entrepreneur and the general 
interest, it must conclude (with Ricardo) that the exercise of 
entrepreneur activity is as likely to diminish the national dividend 
as to increase it. It cannot advocate any stabilisation policy on 
the part of the banks or industrial combines. The demand that 
a cycle theory should provide a solution rests, in Schumpeter’s 
view, on a misunderstanding of the nature of the capitalist system 
and the relation of economic theory to it; cycle theorising must 
not be the last chapter in an economic system, but a study of 
the interdependence of all movements, of the connection of all 
determinable quantitative factors, that is, the mutual deter- 
mination of incomes, costs and prices—as affected by the 
independent variable, entrepreneur activity. 
DorEEN WARRINER 














SPENDING THE NATIONAL INCOME 


EVERYONE is familiar with the work of Sir Josiah Stamp and 
Dr. Bowley on the National Income. They have provided from 
time to time an estimate of the sum-total of the annual money 
incomes of the people, together with an analysis of the distribution 
of income amongst various classes. It has appeared for some time 
to the present writer that it would be both interesting and useful 
if an analysis could be made of the manner in which the money is 
spent, showing the amounts absorbed by the main heads of 
expenditure and arriving at approximately the same total figure. 
Thus we should have an income and expenditure account which 
balanced. 

To frame such an account with great accuracy is obviously 
impossible. We have to deal with the final consumer, who makes 
his purchases principally in retail shops. Scarcely any statistics 
exist of retail sales, either by quantity or value, and if we make 
use of wholesale quantities we are faced, when the goods appear 
in the shops, with a great variety of different cuts and qualities 
and with considerable variation of retail prices in different areas. 
Nevertheless, an attempt has been made in the tables which follow 
to give some idea of the relationship between the main items of 
expenditure, without pretending to great accuracy. The figures 
relate to the period from 1924 to 1927, because the only available 
statistics of wholesale production relate to that period, and it is 
upon these that we must chiefly rely. 

In the calculations upon which the Ministry of Labour Cost of 
Living figure is based the expenditure of the standard working- 
class family is divided into five groups: Food, Rent and Rates, 
Clothes, Fuel and Light, and Miscellaneous. In analysing the 
National Expenditure a more elaborate grouping is necessary, 
because the Miscellaneous category becomes of much more 
importance when the richer people are included. It has been 
found convenient to make use of thirteen heads of expenditure : 
Food; Maintenance of the Home; Clothes; Direct Taxation ; 
Liquor; Smoking; Travel; Entertainments and Sport; Sickness, 
Accidents and State Insurance; Religion; Reading; Miscellane- 
ous Expenditure; and Saving. We proceed to deal with these 
in turn. 


Foop 
The Ministry of Agriculture published in 1929 a valuable 


pamphlet giving the estimated quantities produced, imported 
E 2 
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into, and retained in the country of the principal articles of food. 
By averaging the prices quoted for each commodity by a number 
of retailers, making some allowance for waste, and applying the 
averages to the wholesale quantities provided by the Ministry of 
Agriculture, it is possible to get somewhere in the neighbourhood 
of the accurate figure for each article. 

Meat.—The prices used for meat were arrived at by a careful 
survey of the charges made for the various parts of the carcass, 
giving due weight to the relative importance of each cut. The 
total expenditure upon meat arrived at in this way is 60 per cent. 
more than the Ministry of Agriculture’s estimate of the total value. 
Mr. W. R. Dunlop’s investigation into retail profits, the results 
of which were published in the Economic JouRNAL for September 
1929, indicated that the butcher does not add more than 25 per 
cent. But the Ministry of Agriculture’s values are based, not 
upon prices in the wholesale markets, but upon what the producer 
receives, which is very different. On the whole a 60 per cent. 
addition does not appear unreasonable to cover intermediate 
costs and profits. The margin of error for each item is probably 
about 20 per cent. either way. Similar remarks apply to the 
figures for Dairy Produce. 


























| 
Thousand | Total. 
| Tons. | Per Ib £m. 
| | 8. d. 
Beef and Veal Wf 1,398 | 1 1} 176 
Mutton and Lamb : | 
English : | 227 1 4 34 
Imported eo 287 10 29 
Bacon . ‘ . ‘ . 546 | 1 0 61 
Ham. . ‘ . : 99 | 1 10 20 
Pork: . . ‘ : : 102 I 6 16 
Lard. . . 171 10 16 
Rabbits (very. approx. y ‘ 40 8 2 
Total for Meat . ‘ £354 m. 
Dairy Produce. 
| 
| Quantity. Price. | ag 
| 
| | 8. d. | 
Milk | 874m. gals. | 2 4 per gal. | 102 
Butter . . et 6m. cwts. | 1 8perlb. | 55 
Margarine ‘ ‘ ‘ R 4m. ,, | | ran 25 
Cheese . of Sem: » | Ft 2a ws | 28 
Cream and Condensed Milk | | | 12 
| | | 
| Total for Dairy Produce . | £222 m. 





1 The Agricultural Output and the Food Supplies of Great Britain. (H.M. 
Stationery Office, 1929.) 
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Fruit.—Owing to the great diversity of kinds, including hard 
and soft raw fruits, nuts, and dried and preserved fruits, this 
presents considerable difficulties. It is well known that the price 
paid by the consumer is much higher than that received by the 
grower, often being more than twice as much. The Ministry of 
Agriculture’s values are those estimated to have been received by 
the grower. If we take 100 per cent. as the average addition, we 
get £108 m. as the total retail value. If we offset the relatively 
cheap apples, plums, bananas and oranges against the relatively 
dear nuts and dried fruits, and take 6d. per lb. as the average, we 
get, for the total supply of 39,401,000 cwts., a total retail value of 
£110 m. 

Bread and Flour.—Taking 75 per cent. of the total supply of 
flour as being made into bread, and adding 10 per cent. to the 
weight, we get 3,461,000 tons, which, at 23d. per lb., amounted 
to £81 m. 

The balance of the flour, sold at 24d. per lb., was worth £24 m. 
Total, £105 m. - . 

An allowance is made below for flour sold in cakes, etc. 

Potatoes and Vegetables.—Potatoes—3,767,000 tons at 1jd. 
per lb. amount to £44 m. 

The total value of the other vegetables to the grower was 
£20} m. If 14d. is the correct price for potatoes, the addition is 
84 percent. As for fruit, the addition for vegetables is known to 
be high. If we take 100 per cent. we get £40 m. Total, £84 m. 

Fish.—From retail quotations the average price of fish is taken 
at 8d. per lb., which gives, for 16,400,000 cwts., £61 m. The 
value to the producer was only £24-8 m., but the addition includes 
the cost of curing dried fish. 


Poultry and Eggs. £m. 
5,079 m. eggs at 13d. each ; ; < ae 
Add for dried eggs, ete. : : ‘ 4 
41 


1,458,000 cwts. of poultry at ls. 6d. per lb. 12 





Sugar.—1,685,000 tons at 3}d. per lb. £51 m. 


An allowance is made below for the sugar sold in confectionery. 
T'ea.—The retained imports of 420 m. lbs. at 1s. 10d. per lb. 
give £39 m. 
Cocoa.—1 m. cwts. at ls. per lb. £6 m. 
Coffee. —325,000 cwts. at 1s. 10d. per lb. £3 m. 
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An addition must be made for food sold cooked or prepared, 
principally as cakes, biscuits, jam and confectionery. For this, 
200 per cent. is added to the value of one-half of the sugar, 50 per 
cent. to the value of one-fourth of the fruit, 100 per cent. to the 
value of one-half of the flour not used for making bread, 400 per 
cent. to the value of one-half of the cocoa, 50 per cent. to the value 
of three-fourths of the ham, and various minor amounts in other 
cases, making in all £75 m. These proportions have been checked 
as far as possible against the Census of Production returns. Then 
10 per cent. of the food is taken as being served in restaurants and 
hotels, and 50 per cent. of the value of this is added for cooking 
and service, say £54 m. 

Thus the total for food is arrived at as follows : 


£m. 
Meat F ‘ : : : ; : 354 
Dairy Produce . ; ' 222 
Fruit ‘ ‘ ‘ ; ‘ : 110 
Bread and Flour , ; ; ; : 105 
Potatoes and Vegetables. ; : 84 
Fish ‘ : , , ; 61 
Poultry and Eggs. ; : 53 
Sugar. ; ; ; ; : 51 
Tea ; , ; 39 
Cocoa. , , 6 
Coffee. : : : 3 
Add for preparation before retailing . ‘ 75 
Add for service in restaurants, etc. . ‘ 54 





Total . . £1,217 m. 








MAINTENANCE OF THE HOME 


According to the Inland Revenue returns the annual value of 
inhabited houses in 1913 was about £126} m. If 30 per cent. is 
added for the average increase under the Rent Act, and 7 per 
cent. of the total for the increase in the number of houses, we 
obtain £176 m. If 25 per cent. of the pre-war houses were by 
now decontrolled, about 125 per cent., or £40 m., must be added 
to the pre-war value of these. Add also for mortgage interest in 
excess of letting value, £5 m., and for the additional rental of 
sub-let houses, £10 m., and we arrive at £231 m., as the total 
rent, including repairs but without rates. If the rates upon 
inhabited houses bore the same relationship to total rates (see 
the Ministry of Health Reports) as the estimated value of the 
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houses bore to the gross income under Income Tax Schedule A, 
then the rates amounted to £73 m. 


Total for Rent, Rates and Repairs : . £304 m. 


Coal.—Domestic consumption was given by the Royal Com- 
mission on the Coal Industry (1925) as 34m. tons. If the average 
price throughout the country was £2 per ton the total expenditure 
was £68 m. : 

Gas.—The Board of Trade annual returns relating to the gas 
industry show sales of 282 m. thousand cubic feet. A memoran- 
dum of the National Gas Council! suggests that about 15 per 
cent. is used industrially. If we take 10 per cent. of the balance 
to be consumed in offices and shops, domestic consumption 
amounted to 216m. At 5s. per thousand, including fittings, this 
was worth £54 m. ; 

Electricity—The Ministry of Transport Committee on the 
Supply of Electrical Energy (1926) estimated the total sales at 
£341 m., of which about 40 per cent. was used domestically, 7.e., 
£13 m. 

Candles, Paraffin, Wood and Matches may be taken at 
approximately £5 m. 

To the above may be added for soap, soda and other cleaning 
requisites, replacement of crockery, cooking utensils and house- 
hold linen, and repairs to furniture, for each of 10 m. families an 
average of 2s. 6d. per week, or a total of £65m. Wireless licences 
and upkeep of 2 m. sets amounted to about £4 m. 


Total for Maintenance of the Home . . £513 m. 


CLOTHES 

The returns of the last Census of Production form the basis 
for this. For tailoring, dressmaking, mantle and costume-making, 
millinery, and the manufacture of skirts, blouses, corsets and other 
garments we have a wholesale output valued at £122} m. The 
question is how much the retailer adds. A few inquiries suggest 
that some work upon a percentage as low as 33, while others add 
as much as 75. When one realises the great variety of conditions 
under which these goods are sold, it is impossible to suggest any 
figure with confidence, and 50 per cent. is taken as a round middle 
figure. It is confirmed to some extent in Mr. Dunlop’s essay 
mentioned above. 


1 Appended to the Second Report of the National Fuel and Power Committee, 
1929 (Cmd. 3252). 














56 THE ECONOMIC JOURNAL [MARCH 


For the other principal items of clothing the Census gives us 
the average wholesale value, and comparison with average retail 
prices gives us some notion of the percentage to add to the total 
wholesale value. In this way the remaining estimates have been 


made. 


£m. £m. 
Tailoring, Dressmaking, etc. . ; 184 
Add for home and private making 20 
— 204 
Boots and Shoes, £49 m. plus 50 per 
cent. . ‘ ‘ ° . 74 
Add for repairs, 20 per cent. . ; 15 
— 89 
Hosiery, £40 m. plus 100 per cent. ‘ : ‘ 80 
Hats, £13 m. plus 150 per cent... ; 3 : 33 
Umbrellas and Sticks, £2} m. plus 100 per cent. 5 
Gloves (Leather), £2} m. plus 75 per cent. ; ; 4 
Laundry, Cleaning, and Dyeing where not done at 
home. (Census figure) . , : ; , 21 
Total for Clothes . . £436 m. 


Direct TAXATION 
Indirect taxation is included in the totals of the other heads 
in the following manner, so far as can be estimated. 


£m. 

Food 26 

Liquor . 136 

Smoking , , ‘ 57 

Entertainments and Sport ' ; 6 

Diffused throughout the whole . . 17 
Total . . £396 m. 


Direct taxation paid out of income amounted to £375 m. 


Liquor 
The estimates of the United Kingdom Temperance Alliance, 
which are reliable, averaged for this period £308 m. 


TRAVEL 
Public Vehicles.—Railway passenger traffic, as shown by the 
returns of the companies, amounted to £80 m. If we may take 
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10 per cent. of this as being chargeable to the business expenses 
of other concerns, then £72 m. was left to be paid out of income. 

London and provincial local tram, underground and omnibus 
services may be estimated, from their traffic returns, to have 
received £50 m. Motor coach services probably brought the 
total for public vehicles other than railways up to about £70 m. 

Private Motor-Cars.—There were 1# m. vehicles paying Road 
Fund duty, of which about three-fourths were privately owned. 
The average price appears from production returns to have been 
about £200, making a total of £266 m. as the value when new of 
the privately owned vehicles. If we write this off in six years, 
the annual expenditure was £44 m. And if one-quarter of this 
expenditure was chargeable to the business expenses of the 
owners, £33 m. was left to be charged to income. 

Upon the above assumptions the whole use of 1 m. vehicles 
was chargeable to income, and we must therefore add : 





im 

Tax on 1m. vehicles. ‘ . 

Insurance. ‘ ‘ . 10 

Garage at 5s. per week . 13 
Petrol for 8,000 miles at 30 miles pet 

gal. and at ls. 6d. per gal. . . 20 

Repairs, tyres and oil. ‘ a 

65 


This makes the total for Private Cars £98 m., and the total 
for Inland Travel £240 m. 


SMOKING 

The Census of Production gives the retained output of tobacco, 
cigarettes, etc. as worth £88 m., including duty. The retail 
addition is low, probably not more than 25 per cent., which 
gives us £110m. Adding the value of 80 per cent. of the matches 
used, as shown in the revenue returns, we get a total of £116 m. 


ENTERTAINMENTS AND SPORT 

Taking seven times the yield of the Entertainments Tax in 
1923-4, before the duty was abolished on the cheapest seats, 
we get £65 m. as the amount paid for admission to all forms of 
amusement. 














58 THE ECONOMIC JOURNAL [MARCH 


Tennis, Cricket, Football and Golf.—If we suppose that 2 m. 
people play and the average annual cost of equipment and club 
subscription is £5, we get a total of £10 m. 

Racing.—The Select Committee on the Betting Duty, 1923, 
estimated the gross profits of bookmakers, including street book- 
makers, at £53 m. The cost of training and racing 5,000 horses, 
less the amounts won in prize-money as shown in the racing 
handbooks may be estimated at £2 m. 

If we add £23 m. for the minor sports of shooting, yachting, 
hunting and fishing, we arrive at a total for Entertainments and 
Sport of £85 m. 


SICKNESS, ACCIDENTS AND STATE INSURANCE 


Voluntary Hospitals had an income in 1927, apart from 
legacies, of £10 m.1 

Doctors’ and Dentists’ Fees.—This is a difficult item, but if we 
take the average gross receipts of the 50,000 doctors and dentists 
in practice at £800 a year, we obtain, deducting receipts from the 
State for panel patients as shown in the Ministry of Health 
Reports, about £25 m. 

Drugs.—The Census of Production gives the output as £14 m. 
The average retail addition according to Mr. Dunlop is 50 per 
cent., which makes a total of £21 m. 

Health Insurance.—The employees’ contributions amounted 
to about £11 m. 

Unemployment Insurance-—The employees’ contributions 
amounted to £16 m. 


Total for Sickness, Accidents and State Insurance . . £83 m. 


RELIGION 


The endowment income of the Established Churches of 
England and Scotland is given in the official year books as £83 m. 
in 1925. In England voluntary offerings collected by the Church 
amounted to nearly £11 m., including offerings for the restoration 
of buildings. The total receipts of these two Churches may be 
taken at £24m. The endowment income of other denominations 
is small, but if offertory receipts were in proportion to the number 
of churches and chapels, their income amounted to about £18 m., 
making £42 m. in all. 


1 Burdett’s Hospitals and Charities, 1929. 
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READING 


Newspapers and Periodicals —The Census of Production gave 
the value of the output as £50 m., of which about one-half to 
two-thirds, or, say, £30 m., may be taken as having been paid by 
advertisers. To the balance must be added 50 per cent. for 
retail selling cost, making in all £30 m. from sales. This is an 
average of ls. 2d. per family per week, which seems about correct. 

Books.—About 14,000 new books were produced per annum. 
If an average of 1,000 copies each were sold at 7s. 6d. the total was 
£5 m. This leaves out cheap editions, works of reference, etc. 
The Census of Production gave the total value of the production 
of printed and manuscript books as £6 m. If 25 per cent. is 
added for selling cost the figure becomes £7} m., and the total for 
Reading, £374 m. 


MISCELLANEOUS 

Under this head must be grouped the following relatively 
small items, rough figures for which, where any estimate can be 
made, are given in brackets: subscriptions to trade unions, 
friendly societies and pension funds (£20 m.); domestic servants 
(£10 m.); flowers and amateur gardening (£10 m.); burial 
expenses (£8 m.); education, other than at free schools (£10 m.) ; 
jewellery, hairdressing and cosmetics (£10 m.); private letters, 
parcels, telegrams and telephones; photography, amateur and 
professional; foreign travel for pleasure; holiday expenditure 
not elsewhere included, for example, at fairs, on piers, and for 
bathing, boating, sight-seeing and pleasure trips; private charity ; 
research ; gramophones and records; children’s toys; fancy 
goods; and the maintenance of domestic animals. In addition 
there is the income of clubs and other institutions maintained by 
endowments and donations, apart from churches and hospitals. 
On the whole it seems likely that the total of the Miscellaneous 
group was about £150 m. 


SAVING 

The total income as estimated by Sir Josiah Stamp and Dr. 
Bowley was £4,188m.2 The total of the above items is £3,602} m. 
This leaves a balance of £585} m. Nothing has been allowed so 
far for the purchase or building of new houses or the purchase of 
furniture. 


1 See an article on ‘‘ The Contemporary British Press’’ in the Economist, 
November 17, 1928. 2 The National Income, 1924 (Oxford, 1927). 
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If we take 100,000 houses at ari average of £800 each, we obtain 
a total of £80m. The value of the new furniture may be taken at 
one-fifth of this figure, that is to say, £16 m., making £96 m. in all. 
The major portion of this expenditure will have come out of the 
savings of previous years and will have been replaced by the savings 
of persons other than the purchasers. In addition, according to the 
Economist, the average annual amount of new capital issues in the 
period was £256 m., and there will also have been some extension 
of private businesses out of income. Perhaps, therefore, we may 
take the total saving at the round figure of £400 m. 

This leaves £185} m. unaccounted for, or 4:4 per cent. of the 
total—a small margin in view of the necessarily approximate 
nature of the figures. 

The final table is as follows :— 


ANALYSIS OF THE AVERAGE ANNUAL NATIONAL EXPENDITURE, 





1924-27. 

£m. 
Food . . ; . . , ’ . . te 
Maintenance of the Home ; : . : . 613 
Clothes ; ‘ : ‘ : , ‘ . 436 
Direct Taxation . ‘ ‘ , ‘ ‘ . 3875 
Liquor : ‘ : : ‘ , ‘ . 308 
Travel . ‘ ; ; ‘ P ‘ . . 240 
Smoking , ; ‘ , P ‘ ‘ . 116 
Entertainments and Spor ‘ ‘ ‘ ‘ ‘ 85 
Sickness, Accidents and State Insurance . ‘ ; 83 
Religion ‘ , . ‘ ‘ ; , , 42 
Reading ‘ : ‘ ; ; , ‘ ‘ 374 
Miscellaneous ‘ , ‘ , ; ‘ . 150 
Saving, including new Houses and Furniture (£96 m.) 400 
Balance unaccounted for ; , ‘ ‘ . 185} 

Total ; £4,188 m. 


A. E. FEAVEARYEAR 
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RECENT CHANGES IN THE LONDON GOLD MARKET 


THE war and its consequences have affected London’s position 
as an international banking centre to no slight extent. Her 
position as the world’s principal open market of gold and the 
principal distributing centre for newly-produced gold has also 
undergone a certain modification, and the trend of development 
points towards further changes, to the detriment of the London 
market. The tendency is the result of the operation of three 
factors, viz. the practice of direct shipments of South African gold, 
the practice of forward buying of South African gold, and the 
proposed establishment of an international gold clearing system 
by the Bank for International Settlements. The first two are 
already in operation, and tend to become increasingly popular ; 
they deserve attention because of their repercussion on monetary 
policy. The third factor is still in its initial stage, and its effect 
upon the London market is yet to be ascertained. 

During the last few years the major part of India’s gold 


requirements was met by means of direct shipments via Durban. 
The cost of shipment from Durban to India is a shade over 4d. per 
oz., which compares favourably with the expenses of shipment 
from Cape Town to London and from London to India. During 


1926 to 1928, considerable direct shipments were also made from 
South Africa to South America, especially to the Argentine and 
Brazil; owing to the unfavourable conditions in South America, 
this movement has stopped, but it seems probable that it will be 
resumed when the tide turns again in favour of the import of gold 
by that continent. 

All these arrangements have diverted so far only a minor part 
of the South African gold output from the London market. 
Certain arrangements are, however, under consideration which, 
if successful, may deprive London of the physical handling of the 
bulk of the South African gold. It is proposed to establish a 
regular air service between Cape Town and Cairo in the course 
of 1931, which would undertake the transport of gold from the 
Rand Refinery to a special gold depot to be created in Cairo. 
According to the scheme, the distribution of Cape gold would in 
future take place in Cairo; the gold dispatched for India would be 
forwarded by air to its destination, while gold bought for Paris, 
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Berlin and other continental centres would be forwarded direct 
to those centres. Although the gold would continue to be bought 
and sold in London, only the amounts bought by the Bank of 
England and the home trade would actually be shipped to London. 

The significance of the change should not be under-estimated. 
It is true that the amount of labour employed in the physical 
handling of gold in London is negligible, and the possible loss 
of shipping freight between Cairo and continental centres is 
hardly worth mentioning. The question has, however, another 
aspect. So long as the gold is actually brought to London before 
it is sold, the Bank of England is at an advantage as compared 
with other potential buyers, for, in acquiring the gold, the latter 
have to pay the cost of transport, etc. from London to their centre, 
while the Bank of England obtains delivery free of charge. Thus, 
so long as sterling is at par, the chances are that the gold will find 
its way into the Bank of England. Even if sterling is at a slight 
discount, foreign buyers may be unable to compete with the Bank, 
especially if the latter is prepared to pay a price exceeding 
its official buying price, as was the case on several occasions 
during the last few years. In fact, if the Bank bids 84s. 113d.— 
which is the maximum it can pay for gold, its own selling price 
being 84s. 11-45455d.—it will secure the gold so long as sterling is 
slightly above gold export point. Thanks to this advantage, the 
gold stock of the Bank is in normal conditions replenished out 
of the newly-produced Rand gold, so that there is no need for 
raising the exchange by means of high interest rates above gold 
import point to that end. 

This advantage would disappear if the practice of direct gold 
shipments were to be generally adopted as a result of the establish- 
ment of a gold-distributing centre in Cairo. If the gold is sold 
while in Cairo, foreign would-be buyers could compete with the 
Bank of England on an equal footing ; in fact, as it is more expen- 
sive to forward the gold from Cairo to London than to Paris, Rome 
and a number of other centres, the Bank of England would be 
actually at a disadvantage against those who want to buy the 
gold for shipment to those centres; it would not be in a position 
to buy new gold unless sterling is at a premium—sufficiently wide 
to offset the difference in the cost of transport—against a number 
of continental exchanges. Consequently, the Bank of England 
would have to maintain higher rates of interests in London, in order 
to avoid a depletion of its gold stock, than would be the case if the 
South African gold were to continue to be brought to London. In 
this respect, the fact that the gold, though physically absent, 
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would continue to be dealt with in the London market would make 
no difference. 

It would be desirable, therefore, to prevent a change in the 
system of transport of South African gold, if necessary by means 
of some form of subsidy to the shipping company at present 
engaged in the shipment. So long as the gold is shipped along 
the West Coast of Africa, London will remain its natural geograph- 
ical centre for its physical distribution. Even if the gold is bought 
forward for shipment to another centre it has to be shipped via 
London. Possibly the shipping company will be able to compete 
with the air line even without any special subsidy, especially 
during periods of low interest rates when the importance of the 
time factor is comparatively small, and the saving of about ten 
days’ interest can easily be counteracted by quoting lower freight 
rates. In a freight-rate cutting contest, the shipping company 
has the advantage of being able to transport gold with very little 
additional cost and trouble. Insurance premiums for air trans- 
port are likely to be heavy, for, in case of accidents, it will often 
be impossible to locate the wrecked aeroplanes. In any case no 
change can take place this year, as the agreement between the 
gold producers and the shipping company will not expire until the 
end of 1931. 

The adoption of the practice of forward buying of gold con- 
stitutes also a threat to London’s position. While direct ship- 
ments are still the exception and shipments via London the rule, 
for some time past the forward sale of South African gold on 
foreign account has become the rule; although the gold thus 
bought continues to be brought to London, by the time it reaches 
this market it is no longer available. Thus, the disadvantages 
attached to direct shipments, from the point of view of the 
replenishment of the Bank of England’s gold reserves, holds good, 
in certain circumstances, also as regards the shipment of gold 
bought forward on foreign account. It is true that, as a rule, it is 
not profitable to buy South African gold forward unless sterling is 
under gold export point; the practice was, until comparatively 
recently, unknown, and has been adopted as a result of the 
depreciation of sterling in relation to the franc below its normal 
gold export point during the second half of 1930, brought about 
by the refusal of the Bank of France to accept bar gold of a 
fineness inferior to 0-995. The reason why the major part of 
South African gold output during the second half of 1930 was 
bought forward on French account the moment it left the Rand 
Refinery was that sterling was all the time at a rate at which it 
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would have been in any case impossible for the Bank of England 
to acquire the gold either by forward purchases or after its arrival 
in London. 

A situation may, however, arise—and has, in fact, arisen—in 
which the possibility of buying gold forward on foreign account 
tends to diminish the chances of the Bank of England to acquire 
the gold. This is the case when spot sterling is slightly above gold 
export point while forward sterling for three weeks is under gold 
export point. It is obviously an abnormal state of affairs. It is true 
that whenever spot sterling approaches gold export point, interest 
rates in London tend to rise above those prevailing in foreign 
centres, and consequently forward sterling tends to go to a discount 
in relation to spot sterling; at the same time, however, the fact 
that the spot rate has reached gold export point and that the 
forward rate is actually under gold export point stimulates 
speculative buying of sterling, both spot and forward, that, in 
normal conditions, the decline of the forward rate below gold 
export point is merely a temporary phenomenon. There are, 
however, three possible factors which may interfere with the 
operation of this rule : 

(1) If the market considers it possible that the free flow of gold 
between two centres may be handicapped in the near future, then 
the forward exchange rate may remain under gold export point 
for a prolonged period. 

(2) If interest rates in the centre whose spot exchange rate is 
at gold export point are persistently higher than the rates prevail- 
ing in other centres, then the forward rate is likely to remain under 
gold export point so long as the spot rate is at, or slightly above, 
gold export point. 

(3) If there is a persistent pressure upon the exchange as a 
result of an outflow of capital, then the spot rate may remain in the 
vicinity of gold export point for a prolonged period, and the 
technical position of the market may result in from time to time 
a depreciation of the forward rate below gold export point. 

The case of the reichsmark provides a clear example of the 
operation of these three factors. Although gold standard is safely 
established in Germany, there has been some doubt in the minds 
of many people whether the Reichsbank would always be in 
a position to allow a free outflow of gold. For this reason, the 
extent to which foreign dealers are prepared to carry an open 
position in reichsmarks—even if the forward rate is actually under 
gold export point—is limited. As interest rates in Germany are 
much higher than abroad, the forward reichsmark always tends to 
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be at a discount, so that, whenever the spot rate is at gold point, 
the forward rate is bound to be under gold point. From time to 
time there is a period of persistent efflux of foreign and German 
capital from Germany, in which case the spot rate remains in the 
vicinity of the gold export point, while the forward rate declines 
below gold export point. 

A somewhat similar situation arose also regarding sterling 
during January 1931. Although the spot rate of the franc rose 
slightly above gold export point in consequence of the decision of 
the Bank of France to accept bar gold of standard fineness, the for- 
ward rate remained slightly under gold export point for some time. 
Owing to the fact that for nearly six months sterling was below its 
normal gold export point in relation to franc, foreign exchange 
dealers abroad were not altogether satisfied as to the certainty 
of continuous unhampered flow of gold in case of a fresh decline 
of the spot rate. For this reason there was not a sufficiently strong 
demand for forward sterling in spite of the fact that it was quoted 
under gold export point in relation to the franc. As intefest rates 
in London were considerably higher than in other leading centres, 
forward sterling tended to remain at a discount in relation to 
spot sterling, while spot sterling tended to remain in the close 
vicinity of gold export point, owing to the persistent efflux of 
funds through the withdrawal of French balances and the export 
of capital for fear of increased taxation. 

In the circumstances it was profitable to buy forward sterling 
and to cover the exchange risk through buying forward South Afri- 
can gold. This phenomenon may repeat itself frequently, if, as 
seems possible, the pressure on sterling continues. While in normal 
conditions higher money rates tend to raise the exchange above 
gold export point, the withdrawal of French balances and the 
efflux of capital, which takes place irrespective of considerations 
of interest rates, may possibly counteract the normal effect of 
higher money rates, and the spot rate may touch from time to 
time gold export point. As in the circumstances money rates are 
likely to remain higher in London than in other centres, forward 
sterling is likely to be quoted mostly at a discount in relation to 
spot sterling, so that, whenever the spot rate declines near 
gold export point, the forward rate will always be quoted under 
gold export point. On such occasions the Bank of England will 
be unable to secure any South African gold, as it will be bought 
forward on foreign account. But for the possibility of buying 
gold forward, it would stand a good chance of buying the gold on 
its arrival at its maximum buying price of 84s. 113d., by means of 
No. 161.—vVoL. XLI. F 
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raising the spot rate slightly above gold export point. So long as, 
however, it is profitable for foreign buyers to pay 84s. 114d. they will 
outbid the Bank whenever the forward rate is a shade under gold 
export point. Against this a slight rise of the spot rate is of no 
avail, as experience shows that on such occasions the discount of 
the forward rate usually widens in proportion with the rise of the 
spot rate. In order to be able to secure the South African gold, 
the Bank would have to bring about a rise of the spot rate con- 
siderably above gold export point, which again necessitates 
higher interest rates in this market. Possibly if the Bank of 
England were to buy gold forward, as it did on several occasions 
in the past, and would be prepared to pay for it as soon as the gold 
leaves the Rand Refinery, it would stand a better chance to 
secure the gold; though, if the foreign buyers are willing to follow 
its example and disregard loss of interest, there would be no 
advantage in the adoption of the practice. Nothing but a policy 
aiming at higher money rates in London could secure the newly- 
produced gold for the Bank of England. Thus, as in the case of 
direct gold shipments from South Africa to foreign centres, the 
change in the practice of the gold market has operated to the 
disadvantage of London, as it tends to check the process of 
automatic replenishment of the Bank’s gold reserve, and necessi- 
tates the maintenance of interest rates in London at a higher level 
than would otherwise be the case, in order to be able to maintain 
the gold stock at a given figure. 

The adoption of the practice of direct shipments and of forward 
dealings in gold provides an interesting example how apparently 
insignificant points of technical detail, hardly noticed by those 
who are not directly concerned with practical gold arbitrage and 
exchange dealing, can influence the general situation of the Money 
Market, and how it may affect the monetary policy of the 
authorities. 

Pau. EINzie 














THE SIGNIFICANCE OF THE RECENT LEGISLATIVE 
AMENDMENTS CONCERNING THE SOUTH AFRICAN 
RESERVE BANK 


Durine the past sixteen years, commencing with the estab- 
lishment of the Federal Reserve Banks in the United States, 
central banks have been set up in a large number and variety of 
countries—in Chile, Peru, Uruguay, Colombia and several other 
countries in South and Central America as well as in South Africa, 
Czecho-Slovakia and China. Moreover, the advisability of 
setting up a central bank has been discussed on various occasions 
in India and Australia. In India a Bill providing for the estab- 
lishment of a central bank was actually introduced into the 
Indian Legislature in 1928, but owing to strenuous opposition 
from certain quarters it was withdrawn; and in Australia a 
Reserve Bank Bill was submitted to the Commonwealth Legis- 
lature in 1930, with a fair chance of becoming law in the near 
future. 

Two interesting points emerge from this development. The 
first is that wherever central banks have been established in the 
New World, and even in such an old country as China, they are 
based primarily upon the model of the Federal Reserve Banks of 
the United States. The second is that the phenomenal rise of 
central banks since the War seems to be attributable to the 
growing realisation that under modern conditions of banking and 
commerce it is a great advantage to any country, irrespective of 
the stage of economic development, to have centralised cash 
reserves and the control of currency and credit vested in a bank 
which has the support of the State and is subject to some form 
of State control, directly or indirectly. 

The central banks which have been set up in South and Central 
America appear on the whole to have been content merely with 
seeking to bring about and maintain the stabilisation of the 
currency and exchange of their respective countries, and even 
in India the Reserve Bank contemplated in the Bill referred to 
above was admittedly conceived mainly for the purpose of taking 
over from the Government the management of the currency 
and exchange. Like the Federal Reserve Banks of the United 


States, however, the South African Reserve Bank is not only 
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expected to do much more, but also aims at achieving more than 
that. 

Although the South African Reserve Bank was organised 
largely on the basis of the Federal Reserve Banks, various 
modifications were made, due to fundamental differences in 
banking and other conditions. For the purpose of this article 
the points demanding emphasis are, firstly, that from its inception 
the former was granted substantially wider powers than the latter 
as regards dealing with the public, and secondly, that it has been 
found necessary by experience to extend the powers originally 
conferred upon the South African Reserve Bank. In other 
words, while they were wider than the powers enjoyed by the 
Federal Reserve Banks, they were found not to be wide enough 
under the peculiar circumstances prevailing in South Africa. 

Under the original Act the South African Reserve Bank was 
empowered to accept money on deposit and collect money for 
individual customers and not merely for banks, and to discount 
bills of exchange, promissory notes and other commercial paper 
for any merchant, manufacturer, co-operative society or farmer, 
or to make loans and advances to them against such bills or other 
eligible paper as collateral. However, while the Bank was em- 
powered to discount bills or other commercial paper for anybody, 
they were not to be of a maturity exceeding 90 days, whereas 
many import and export bills in South Africa are drawn at 120 
days’ sight, and the latter period is also a not unusual currency 
for such domestic bills as are created, and it must be borne in 
mind that there are no bill dealers or brokers in South Africa 
to carry them until they come within the eligible period. More- 
over, while the Bank was allowed to make advances against 
securities of the South African Government and local authorities, 
and to invest a sum not exceeding the paid-up capital and reserve 
in such securities, they were to be of a maturity not exceeding 
six months in the former case and two years in the latter, whereas 
under the conditions obtaining in South Africa there are not any 
large amounts of Government securities available with a maturity 
of not more than six months or two years. 

The Act, of course, imposed no obligation on the South African 
Reserve Bank to perform for the public any of the functions 
mentioned above, but the point is that the law was intended to 
render it possible for the Bank to do so if it was deemed necessary 
or desirable at any time from the point of view of policy. As a 
result, however, of the legal restrictions set out in the preceding 
paragraph, which may be regarded as suitable, highly advisable 
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or aven quite liberal in so far as the central banks of the United 
States and of most countries in Europe are concerned, the South 
African Reserve Bank was practically precluded from dealing on 
any substantial scale with the public (7.e. non-banking institutions 
and individuals) even if it were keen todoso. On the other hand, 
so far the Bank seems to have been eager to maintain its essential 
identity as a central bank and not to compete actively for business 
with the other banks, but to operate first as a bankers’ bank and 
then to do only such other banking business in South Africa as is 
offered to it entirely on the initiative of merchants and others. 
In any case, the fact that the South African Reserve Bank, like 
most other central banks, is prohibited by law from paying 
interest on any deposits held by it will prevent it from competing 
with the commercial banks to the extent that they can amongst 
themselves. 

The point, however, was to remove the legal restrictions which 
made it very difficult for the public to approach the Bank. 
Accordingly, after much deliberation an Amendment ~Act was 
passed this year which gave the South African Reserve Bank 
wider powers for dealing with the public. 

In the first place, the maturity allowed in respect of bills, 
notes or other commercial paper for discount or purchase was 
extended from 90 to 120 days. This means that the exporters of 
wool, maize, hides and skins, fruit, etc., and other merchants or 
manufacturers who have drawn bills payable in 120 days, can now 
offer such bills to the Reserve Bank for discount, either because the 
Reserve Bank quotes a favourable rate or for other reasons; 
and it also means that the Reserve Bank can attract a substantial 
proportion of the bills drawn in South Africa for domestic or 
foreign trade purposes, if it particularly wants to do so at any 
time on the ground that it would be in the interest of South 
Africa’s economic activity, by fixing its rate of discount at a 
sufficiently low figure, or it can discourage the offering of such 
bills at any time by raising the rate of discount. This would be 
somewhat similar to the acceptance purchases of the Federal 
Reserve System of the United States, which adopts the seemingly 
passive attitude of buying from the open market only such 
bankers’ bills as are offered to it by banks, discount corporations 
and bill dealers on their own initiative, but the volume of such 
bill offerings is determined, of course, by the buying rates of the 
System. In fact, in the absence of an open market in South 
Africa the discounting by the Reserve Bank of bills offered by the 
public at the Bank’s discount rate is the nearest approach to the 
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open market operations of the Federal Reserve System, the Bank 
of England and the Reichsbank of Germany. 

Secondly, the Reserve Bank was empowered to make loans 
and advances on current account against securities of the South 
African Government or local authorities of any currency, and to 
invest a sum not exceeding its paid-up capital and reserve in 
Government securities of any currency. With this power to 
buy or lend on Government securities of any currency the Reserve 
Bank would not only have a wider field of operations in South 
Africa, but it could also render a valuable service to insurance 
and trust companies and similar institutions, which could invest 
a larger proportion of their funds if they knew they could rely on 
the Reserve Bank to buy some of their Government securities 
or make advances to them thereon whenever they ran short of 
funds. 

Thirdly, the Reserve Bank was empowered to make loans 
and advances against ‘‘ one-name bills of exchange or promissory 
notes, secured by documents of title representing staple com- 
modities having extensive and active markets, to an amount 
not exceeding 75 per cent. of the value of such commodities at 
current market prices.”” This provision gives the Reserve Bank 
a good opportunity of dealing directly with merchants, farmers’ 
co-operative societies or individual farmers, if it is considered 
desirable to do so. This type of banking business has only been 
slightly developed in South Africa, since prior to the passing 
of the Warehouse Act this year it was not possible to obtain a 
valid security over movables without having actual possession of 
the goods, except in one Province, namely, Natal. The South 
African Land Bank, which is a State institution and was 
authorised under the Agricultural Credits Act of 1926 to lend to 
farmers and co-operative societies on bills or notes secured by 
warehouse or elevator receipts, either directly or through the 
agricultural loan companies allied to it, has not been able to 
develop this business to any great extent owing to the lack of 
adequate working capital and the relative inelasticity of its 
credit structure. The Reserve Bank, however, can now re- 
discount such bills and notes for the Land Bank and enable it to 
work on a larger scale. 

Fourthly, the Reserve Bank was also empowered to make 
loans and advances against “such non-speculative dividend 
or interest-bearing securities having a ready sale on the stock 
exchange as the Board of the Bank may approve for that purpose 
from time to time.”’ This is a highly controversial provision and 
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has naturally aroused a good deal of opposition from certain 
quarters. In view, however, of the wide powers now enjoyed 
by the Reserve Bank in other directions, there seems to be little 
likelihood of this provision ever being used to any great extent. 

Arising out of the matters discussed in the foregoing para- 
graphs, the question which is almost certain to be raised by those 
who are not well acquainted with the conditions prevailing in 
South Africa and various othér new countries is, “ Why has it 
been found necessary to grant the South African Reserve Bank 
such wide powers not only for dealing with the public but also 
with a view to facilitating re-discounts for the commercial banks, 
even to the extent of empowering it to make loans and advances 
against selected stock exchange securities ? ” 

The answer is as follows. Firstly, there is a comparatively 
small supply of commercial paper of any kind ordinarily available 
in South Africa. The bankers’ acceptance and the promissory 
note are hardly known as a means of obtaining bank credit, and 
the trade bill is used only to a limited extent. ~ The system of 
credit on open accounts and overdrafts has always been the 
principal basis for the financing of domestic commercial trans- 
actions in South Africa, the retailer usually extending credit 
on open accounts to farmers and other clients, and the whole- 
saler again to the retailer, while merchants and manufacturers 
generally borrow from the banks on current account, 7.e. in the 
form of overdrafts. Some progress has indeed been made in 
recent years in connection with the use of bills in lieu of open 
accounts and overdrafts, but on the whole it has been small 
compared with the amount of publicity that has been given by 
the Reserve Bank to the relative advantages of bills, due in no 
small measure to the fact that farming conditions in South Africa 
are in several respects highly unfavourable for the extensive use of 
bills, and that this naturally affects also the position of the country 
store-keepers relative to the wholesale merchants as well as that 
of the wholesale merchants towards the banks. In consequence 
of the relatively small supply of bills or other commercial paper 
in South Africa, the Reserve Bank has naturally been considerably 
handicapped in the performance of its functions of controlling 
currency and credit on sound and orthodox lines by having its 
most important and most natural field of operations as a central 
bank severely restricted. 

Secondly, there are only three commercial banks of any 
significance in South Africa, two of which together control 
over 95 per cent. of the ordinary banking business, and these 
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big banks are in themselves able, through their numerous 
branches, to level up matters to a large extent by meeting 
abnormal demands for loans in some parts of the country with 
the surplus funds in others. This factor in itself would tend to 
restrict considerably the field of operations for the Reserve Bank 
as a bankers’ bank, in contrast to the conditions in Europe, and 
especially in the United States, where there are thousands of 
independent banks, but the position is rendered much worse by the 
fact that comparatively little use has been made by these banks 
of the re-discounting facilities offered by the Reserve Bank, 
partly because they appear to be disinclined to borrow from the 
Reserve Bank to any extent and thus show reliance or dependence 
on it, and partly as a result of there having generally been no great 
need of their doing so. In other words, they have not yet come 
to adapt their method of working to the existence of a Reserve 
Bank in their midst, i.e. working on a smaller margin of cash 
reserves and borrowing from the Reserve Bank for short periods 
at a time at the end of every month to meet the monthly pay- 
rolls and month-end settlements, and somewhat more at the end 
of every half-yearly period and in the Christmas or other busy 
seasons. At present they are indeed required by law to keep 
on deposit with the Reserve Bank such of their cash reserves as 
amount to 10 per cent. of their demand liabilities in South Africa 
and 3 per cent. of their time liabilities, but they still carry 
sufficient till money (notes, gold sovereigns and token coins) to 
meet the bulk of their seasonal needs, and consequently they 
do not have to borrow from the Reserve Bank at such times to any 
great extent. It has also been said on some occasions that the 
banks could not risk reducing their cash reserves and depending 
on re-discounts with the Reserve Bank when they had so little 
eligible commercial paper and Government securities in their 
possession, but with the extension of the eligible paper and 
securities under the Amendment Act of 1930 that argument is 
no longer valid. 

Thirdly, there is no open money market in South Africa as 
in the principal centres of Europe and the United States, where 
bills and other commercial paper as well as short-term Govern- 
ment securities are freely bought and sold by banks, dealers, 
brokers, merchants and others. The three commercial banks 
referred to above virtually constitute whatever money market 
there is. This lack of an open money market acts as a serious 
handicap to the South African Reserve Bank, since it cannot 
indulge in open market operations as the Bank of England and 
the Federal Reserve Banks of the United States regularly do. 
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This condition exists in varying degrees in all new countries, 
except the United States, and even in many of the older countries 
of Europe and Asia, but in discussions and books on central 
banking very little attention has so far been given to the effects of 
such a condition on the operations and policy of central banks in 
the countries concerned. This phase of central banking deserves 
much more consideration than it has received in the past, espe- 
cially as there appears to be great need of closer co-operation 
amongst all the central banks of the world. 

The foregoing will be sufficient to indicate the reasons why 
the South African Reserve Bank should be granted wider powers 
generally than the Federal Reserve Banks of the United States. 
They also serve to emphasise another point, which is now rapidly 
gaining in importance and recognition, namely, that if, owing to 
peculiar local conditions, the central bank of any country cannot 
possibly attain its maximum efficiency by operating as an orthodox 
central bank on the lines of the older central banks of Europe and 
the Federal Reserve Banks of the United States, then the~powers, 
functions and operations of that central bank should be adapted 
as far as possible to the economic and banking environment of the 
country concerned, and the economic and banking environment 
in turn should be rendered as favourable as possible to the proper 
functioning of the central bank. 

The extent to which this process of adaptation can be carried 
out in a new country with success and without undue friction 
will be an important development in central banking in the 
future and will probably determine the extent to which central 
banks will be established in the New World. So far South 
Africa has been the only country in the British Empire (outside 
of Great Britain herself) with a central bank. Australia may 
establish one in the near future on the lines of the South African 
Reserve Bank. The attitude of Sir George Schuster, the new 
Finance Member of the Indian Government, that the matter of 
setting up a central bank in India should not be hurried, since 
“if a central bank was to be well designed to meet the practical 
requirements of a country it must be adapted to the banking 
organisation of the country on which it should rest,’’ bears out 
the above contention. 

South Africa has been given the first opportunity of working 
out such a scheme in practice and may reasonably be expected 
to assume the responsibility in full consciousness of the importance 
attached thereto. M. H. DE Kook 


Pretoria, 
South Africa. 














REVIEWS 


Unemployment: a Problem of Industry (1909 and 1930). By 
SmrR Witi1aAmM BeEveripGe, K.C.B., etc., Director of the 
London School of Economics and Political Science. (London: 
Longmans, Green & Co. Pp. xxvi+ 514. 21s.) 


THE disabilities imposed on teachers and students by the long 
absence from our shops and shelves of Beveridge’s Unemployment 
have at length been terminated ; and it was worth waiting. For the 
multifarious labours which have denied to the author the oppor- 
tunities of an earlier recension have at least had this advantage 
—that the new book has been finished off and presented to the 
world at a moment when the great slump and the final disintegra- 
tion of the Insurance Scheme have combined to raise the problems 
both of the diagnosis and of the treatment of Unemployment to 
a maximum of interest and urgency. And for the form of the 
volume (an almost verbatim reprint of the book of 1909, with 
another book of two-thirds of the length superadded), there is 
this, if there were no other, supreme justification. There are a 
few books (The Wealth of Nations and Lombard Street leap to the 
mind) which have not only recorded economic history but made it, 
and which on that account can never be out of date however much 
facts and opinions may change, and should therefore be accessible 
intact to future generations. To this rare class there can be no 
doubt that the 1909 Unemployment belongs. It has been a delight 
to the present reviewer to renew the impression formed by a 
beginner twenty years ago, that this was one of the very best 
possible books on an economic subject—perfect in its balance of 
abstract analysis with statistical evidence, and of both with 
practical wisdom, and rightly rewarded by its swift and decisive 
effects on official policy and on the welfare of thousands. 

Not even a Newton can discover the law of gravitation twice, 
so that Unemployment 1930 is prevented by the nature of the case 
from being a path-breaking achievement of the order of Unemploy- 
ment 1909. It is nevertheless a work of very high interest and 
value, filled to the brim with well-ordered facts and with clear and 
bold judgments. It falls into two distinct divisions, the strands 
of which are brought together in a final chapter. In the first Sir 
William Beveridge traces the history of the policies of 1909 and 
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discusses their future: in the second he inquires how far the 
diagnosis on which those policies were founded is adequate to the 
facts of 1930 and how far it needs supplementing. 

Of the two main planks of the 1909 programme, employment 
exchanges, hampered by the imposition of new and enormous 
tasks, some of them quite alien to their proper function, by the 
indifference of employers and by the reluctance of disorganised 
trades to use them for the purpose of decasualisation, have 
achieved less than was expected of them. Nevertheless, they 
have won themselves an indispensable place in the national life, 
and have a future of unquestioned usefulness before them. But 
of the other plank, unemployment insurance, the history is 
distressing and the future dark. ‘“‘ Moving from contract to 
status, the insurance scheme of 1911 has become a general system 
of outdoor relief of the able-bodied, administered by a national 
in place of a local authority, and financed mainly by a tax on 
employment.” The ill effect is felt “‘ not so much in the risk of 
demoralising recipients of relief, so that they do not look for work, 
as in the risk of demoralising Governments, employers, and trade 
unions so that they take less thought for the prevention of un- 
employment.”’ The time has come to choose definitely between 
the alternatives of guaranteeing unconditional maintenance to all 
the genuinely unemployed, and returning to a genuine scheme of 
insurance, supplemented by measures of relief for those who are 
unable to qualify for benefit under its terms. Sir William does 
not pronounce between the two courses, though it is not difficult, 
I think, to guess on which side his advice would be given. Nor 
does he enter into the vexed question whether, if we return to 
insurance, the supplementary relief scheme should be administered 
by the existing Public Assistance Authority or by some new 
national body charged with the delicate task of making the lot of 
the recipient of relief less eligible than that of the recipient of 
benefit and yet free from the supposed stigma of “ recourse to the 
Poor Law.” But instead he makes some ingenious and drastic 
suggestions for strengthening the element of insurance in a revised 
scheme by tightening the correspondence between premiums and 
risks. The 1911 principle of refunds to steady workers is to be 
restored: industries with discreditably large unemployment are 
to be subjected, at the discretion of the Minister of Labour, to 
special levies: it is even suggested that individual employers 
should be made liable for all or part of the benefit paid to workmen 
dismissed by them, and thus be put under strong pressure to 
provide continuity of employment. 
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The feasibility of such suggestions must, I think, be considered 
in connection with Sir William Beveridge’s revised diagnosis of 
the causes of unemployment, to which I therefore turn. His 
treatment of the trade cycle is expanded in the direction of 
endorsing, though with judicious reservations, the ‘‘ monetary ” 
explanation of Mr. Hawtrey. Some will continue to find the more 
pessimistic and agnostic vein of the 1909 chapter more to their 
taste. More significant, I think, is the recognition that changes 
in the structure of industry, formerly recognised as of potential 
importance only, have become in post-war Britain an actual major 
cause of unemployment. How far does this problem of the 
decaying trade, and the kindred problem of the trade specially 
hit (like shipbuilding) by cyclical or super-cyclical depression, go 
towards impairing the feasibility of the suggested applications of 
the principle of adjustment of burden to risk? It would seem at 
any rate that the Minister of Labour, when he comes to schedule 
his exceptional trades, may be faced with a difficult and invidious 
task in disentangling wickedness from irremediable ill-luck. 

But the most striking sections of the 1930 book are undoubtedly 
those in which Sir William Beveridge marshals facts and figures in 
support of the proposition that real wages have increased since the 
war out of proportion to the productivity of the worker, so that for 
the first time the problem of unemployment has become partly 
one of chronic maladjustment between the supply of labour and the 
demand for it at the real wage insisted upon. Boldly and forcibly 
he proclaims the unescapable inferences—that those who are 
holding up wages at the expense of the unemployment of their 
fellows are bound in honour “not simply to avoid opposing 
improvements of industrial technique and organisation, but to 
further such improvements in every way within their power,’ and 
that ‘‘ at the very least, for some time to come there should be no 
further general rises in wages.’’ The present reviewer would not 
have questioned either the demonstration or the second inference 
had he not read in The Listener of January 14 a categorical state- 
ment by Mr. J. M. Keynes that our output per head has probably 
increased by 10 per cent. since 1924 and by 20 per cent. since just 
before the war—a conclusion in flat contradiction to those results 
of Dr. Bowley’s on which Sir William is chiefly relying. It is 
curious to recall that in a similar disagreement a few years ago, 
Mr. Keynes was the pessimist and Sir William Beveridge the 
optimist; now the rdles appear to be reversed. It is most 
urgently to be desired that so great a disagreement between such 
experts on a matter of such first-rate moment should be debated 
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in full. Meanwhile Dr. Bowley’s estimates and Sir William’s 
inferences would seem to hold the field : save only that I take leave 
to doubt whether the latter, in his picture of the prospects of 
Britain, has attached due weight to the striking change in our 
favour in the terms of trade which has taken place since the war. 
For if we are coming to need fewer exports, the difficulties of our 
export trades must not be too readily taken as evidence that we 
are aiming at too high a standard of life in other departments, but 
rather as evidence of the increased importance of Sir William 
Beveridge’s old remedies of mobility and organisation. 

Anyway, these chapters are, as I have said, the most significant 
in the 1930 book—unless we reserve that epithet for a chapter that 
is not there—the chapter on Rationalisation and Unemployment. 
For Sir William Beveridge, less confident of the future in some 
respects, has not swerved from his old optimism in this. .One 
trade, he concedes, may rise and another decay; and the swifter 
the flux the greater the need for organisation of the labour market. 
But he has not qualified at all his 1909 rejection of the sugges- 
tion that “‘increased wealth and productivity per head do not 
necessarily mean increased opportunities for employment. They 
may simply be a testimony to the success of the dominant partner 
—capital—in economising labour and so rendering large parts of 
the population superfluous.”’ I think it is fair to say that there 
is a difference of emphasis between Sir William Beveridge and 
some other high authorities concerning this matter of the general 
displacement of labour by technical progress. “It is difficult,” 
writes Mr. H. B. Butler of the I.L.O. “ to resist the conclusion that 
the aggregate of unemployment would be far smaller to-day if 
technical improvements, both in industry and agriculture, had 
proceeded at a less rapid rate.” I venture to plead that Unemploy- 
ment 1940 may contain an extra chapter, directing our thoughts 
towards what may turn out in the long run to be the problem of 
Unemployment—the problem of groping our way towards the 
‘conversion of the old bad expedient of under-employment into 


the new good remedy of redistribution of leisure. 
D. H. RoBERTSON 


Rationalisation and Unemployment: an Economic Dilemma. By 
J. A. Hopson. (London: George Allen and Unwin, Ltd. 
1930. Pp. 126. 3s. 6d. net.) 

Tue relations of Rationalisation and Unemployment raise 


many problems, and in this short book Mr. Hobson is specially 
concerned with the effects of rationalisation in aggravating or 
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intensifying the tendency to create unemployment which arises 
from that mal-distribution of the products of industry which to 
Mr. Hobson is the fundamental cause of unemployment. In 
particular, he is concerned with the relation of rationalisation to 
the increase in capital goods on the one hand, and to the economy 
of labour and the creation of technological unemployment on the 
other. The result is a narrowing in the treatment of the subject, 
which in view of his available space was perhaps inevitable; but 
he has also tended to identify rationalisation too entirely with 
standardisation and mass production, and to ignore the various 
forms of rationalisation of a more general character which lie 
outside these limits. He also seems to have emphasised unduly 
the ideas of price and output restriction in the interests of 
industrial combines. 

His treatment, therefore, is bound up closely with a particular 
theory of distribution, and any verdict on his book will largely 
stand or fall by this. The general argument for the under- 
consumption theory is well known, and Mr. Hobson maintains 
that in recent years rationalisation, except in trades with definitely 
elastic demand, has aggravated the difficulty, and that the post- 
war depression has been largely due to intensification of over 
saving at the expense of consumption. 

The matter is ably argued, and Mr. Hobson produces interesting 
evidence as to the great effects of recent changes in enabling 
increased output to be produced by a diminished labour force. 
Among other things, his criticisms of the common view that there 
has been a post-war deficiency of savings (pp. 58-60) are acute 
and suggestive. At the same time, he seems both to press certain 
arguments too far and to omit other considerations of real im- 
portance. For instance, little or nothing is said of the difficulties 
caused by the recent fall in prices and the rise of the value of gold, 
and this process seems equally capable of explaining the preva- 
lence of unemployment in recent years with that put forward by 
Mr. Hobson. Again, much of his argument, whilst clearly appli- 
cable to existing industries, will hardly apply equally to those 
various new industries that have arisen since the war, and whose 
very existence involves a real increase in the demand for labour. 
Moreover, whilst recognising, Mr. Hobson seems not sufficiently 
to allow for, the growth of the distributive trades and what 
Americans call the “service industries.” It is true that 
so far the forces making for unemployment have been greater 
than those tending to increase employment; but the period 
covered is probably too short to allow of a decisive judgment, and 
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supporters of rationalisation claim that, whilst involving initial 
economy of labour, it will lead to an eventual increase. Indeed 
some hold that the stage of increase has already been reached by, 
for instance, Imperial Chemicals. 

Moreover, Mr. Hobson’s able analysis brings out the fact that 
in post-war years the share of wages and salaries in the National 
Dividend has been increased, and that of certain other agencies, 
like rents, diminished (pp. 78-9.) Moreover, in this country, the 
position has been affected by that increase in the social services 
to which the author devotes an interesting chapter. These facts 
are frankly stated, and do not, in Mr. Hobson’s view, invalidate 
his generalargument. But this increase in working-class standards 
and social services has accompanied an increase in unemployment, 
and suggests rather that one cause at least of the latter is to be 
found quite as much in too high production costs as in inade- 
quacy in the distributive system. The two influences, indeed, 
are not mutually exclusive and both may well have contributed 
to the severity of the problem. : . 

In fact, one is inclined to criticise Mr. Hobson’s thesis not as 
in itself untenable, but as being pressed too far. Inadequate 
consumption and inefficient spending may well be an important 
cause of present difficulties. But even so, in the writer’s view, 
it is one cause among several and not the single fundamental 
influence. 

It is hardly necessary to add that, in dealing with his subject, 
Mr. Hobson has developed some suggestive ideas, and expressed 
older ones in a new and interesting light. His distinction, for 
instance, between the Fund of Maintenance and the Fund of 
Progress (or surplus) recalls Marshall’s treatment of the surplus 
of production over consumption in the Social Possibilities of 
Economic Chivalry; and his arguments regarding the better 
distribution of the surplus recall John Mill’s treatment of un- 
productive consumption. Mr. Hobson also adds to “ money 
income” and “real income” what he calls “ vital income ” 
(pp. 107-10), whereby the benefit from the national dividend 
depends not only on its amount but its distribution. “ Real 
income is finally expressed in terms of desirable life, in vital income. 
. . . Vital income will vary with the nature of the goods and 
services produced, and with the distribution of productive activities 
among the workers and of the product among the consumers.” 
Still more suggestive is his plea that in discussions of saving 

account should be taken of human as well as material capital, 
that improvement in standards of living of the workers, by 
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increasing efficiency, means real advance in the capital equipment 
of the country, and that over-emphasis on the savings of material 
capital has produced a one-sided development as between plant 
and labour, which has rendered the ultimate efficiency of industry 
less than it could and ought to have been. N. B. DEARLE 


New Survey of London Life and Labour. Vol. I. (P. 8. King & 
Son. Pp. 438. 17s. 6d.) 


In the memoir of Charles Booth, written soon after his death, 
we are told that he was not regarded by his family when a boy as 
‘one of the clever ones.’’ Later in life he came to ponder over 
social problems and, perhaps because he was not “ clever,”’ his 
thought paused when that of others rushed on to glib generalisa- 
tions and facile theories. He was impressed by the fact that next 
to nothing was known about the life and labour of those whose lot 
was to be bettered by reforms based on abstract theory. So he set 
to work on his great task, and forty years later it is being repeated 
—fortunately with the help of some who when young assisted him. 

Charles Booth’s great Survey immensely widened the outlook 
and deeply touched the conscience of his generation. The effect 
has been lasting, and it has never since been possible to forget that 
the poor are with us. His work did far more than spread the 
knowledge of facts that were known but not appreciated. It was 
a vast essay in research completely carried through. The new 
venture is an attempt to do as much for another generation of 
Londoners. It may be added that the value of social surveys has 
now become so widely appreciated that some half-dozen have 
been completed since the war or are in progress in various parts of 
the country. They differ in scope. The least ambitious aim at 
little more than the assembly and orderly presentation of facts 
now scattered in hundreds of reports unknown to the public. 
Surveys of the latter kind might well be made for every city or 
district. It is not likely that the ordinary citizen will ever grasp 
national problems unless he first understands those of his own 
neighbourhood, and towards such an understanding the local 
survey is an almost indispensable guide. 

This volume, number one of a lengthy series, assumes a form 
which at first sight is surprising. We might have expected a 
mapping out of the ground and perhaps a setting off on the journey, 
promising at some future date a reward for the fatigues of the 
expedition. What we get is a summary of conclusions regarding 
the chief aspects of London life and of the outstanding changes in 
forty years. The explanation is that, since the day of Charles 
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Booth, there has been a vast increase in the statistical material 
ready to hand, of which this volume is mainly an analysis. The 
research now in progress will amplify and extend our knowledge, 
but the broad aspects of the picture can be sketched in straight 
away. The sketch has been made in thirteen chapters, of which 
twelve are devoted to summarising various aspects of London life, 
while the introductory chapter by Sir Hubert Llewellyn Smith 
takes the shape of a summary of summaries. 

Sir Hubert’s opening chapter is admirably balanced and most 
attractively written. What an encouraging story he has to tell, 
and how refreshing it is to read in these days! Improvement all 
along the line. And the improvement is not to be found only in 
the years before the war. Indeed the greatest changes for the 
better seem to have taken place since the war. Industries may 
decay but men apparently do not. It is most interesting to note 
how well the social services come out from the scrutiny of those best 
qualified to assess their influence in particular fields. But perhaps 
the new attitude towards the Poor Law can hardly be reckoned 
among the improvements. ‘“‘ Large numbers of people,” we are 
told, “‘ have come to regard the Poor Law as one social service 
among many, which specialises in certain more personal domestic 
benefits, and appears to them no less honourable than the various 
health, education and insurance services.”’ 

This volume, and in particular Sir Hubert’s introduction, has 
already been so widely reviewed and so fully quoted that it would 
be tedious again to attempt to pick out the more arresting con- 
clusions. That during the forty years “the average ‘real’ 
remuneration of labour has increased by over a third,” that one 
hour of unskilled labour “is now worth about half as much again 
as in 1890 measured in terms of the necessary commodities which 
it commands,” that the average expenditure on tobacco “‘ must be 
four times as great as in 1890,” and many other similar findings 
are already well known. It may be more profitable to turn to 
other less familiar topics. 

Some pages of the introductory chapter are devoted to the 
problem whether the element of the London population which 
is economically, physically or mentally “subnormal” has 
diminished or increased. It would appear that there are two 
quite distinct kinds of person here classed together as “‘ sub- 
normal,” and that for the sake of clarity it would be preferable 
to keep them separate. There are those whose ways of living 
are subnormal though the persons concerned may not beso. There 


are those whose intelligence is subnormal whatever their ways of 
No. 161.—voL. XI. G 
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living may be. Three tests are proposed to measure the incidence 
of subnormality, of which the first and third are relevant to persons 
of subnormal modes of living, while the second is relevant to 
persons of subnormal intelligence. The first test is to ascertain 
“the growth or decline of the number of persons habitually living 
below the standard of family life, e.g. the inmates of common 
lodging-houses or casual wards and ‘ homeless’ persons.” The 
conclusion is that the number is almost certainly much smaller. 
The third test is the incidence of pauperism, and it is admitted that 
owing to administrative changes the figures throw little light on 
the question of the ‘‘subnormal.”’ 

The second test is the change in the proportion of mental 
defectives in the population. Three series of figures are given, the 
proportions per 10,000 of lunatics, of persons with mental infirmity 
relieved and of mentally defective children. It is concluded that 
these data do not justify any belief in an increase in mental defect. 
But it is admitted that the data are imperfect, and it would not be 
unreasonable to hold that the imperfections are so serious as to 
rob them of any value. During the discussion a reference is made 
to the Report of the Mental Deficiency Committee, and it is 
suggested that the findings of this Committee are at least not out 
of harmony with the conclusions just mentioned. Now this 
Committee found that there had been almost certainly a real 
increase in the incidence of mental defect. Sir Hubert, however, 
is inclined to discount this finding so far as London is concerned 
on the grounds that the highest incidence was discovered by the 
Committee in rural areas and because the extra-Metropolitan 
Borough, examined by the Committee and included within the 
area of the Survey, came out lowest among the six areas investi- 
gated by the Committee in respect of the incidence of this con- 
dition. But are these points of much relevance? We do know 
something about the incidence of defect in rural areas and in small 
urban areas, but, according to any sociological classification, great 
cities are a class apart and no detailed estimate of defect has ever 
been made for any of them. There are reasons for supposing that 
a great city may have a special attraction for those who cannot 
or will not take a regular job and for those who always hope that 
something will turn up, for the type of person, in fact, which 
includes a high proportion of mentally subnormal people. There 
do seem to be pools of mentally subnormal persons in great cities. 
It may be that the incidence is higher there than elsewhere. There 
is at least an unsolved problem of great interest, and it is to be 
hoped that those responsible for the Survey will not rest content 
without making some further effort to probe into it. 
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There is an admirable chapter by Professor Bowley analysing 
the population and its growth which incidentally gives some 
information about the birth-rate. Presumably in later volumes 
the birth-rate will be subjected to detailed analysis. Since the 
fertility inquiry of 1911 was not repeated in 1921, and is not to be 
repeated in the Census of this year, there is a deplorable gap in the 
official data bearing upon the problem of the differential birth- 
rate. We have no idea whether the disparity between the classes 
in this respect has been increasing or decreasing during the last 
twenty years. There is an obvious opportunity here for un- 
official investigation to supplement official figures. The chapter 
on Health by Sir William Hamer takes the form of cataloguing 
the legislative and administrative changes and subjecting the 
figures to a familiar and rather obvious type of analysis. Nothing 
is said about occupational mortality, and it might be worth 
while trying to show how those belonging to different classes and 
following different occupations have fared during the profound 
changes that have taken place. Occupational mortality seems 
very relevant to a social survey, though perhaps the subject 
involves the exploration of a field that is too distinctively medical. 
The concluding chapter on Crime is one of the slightest in the 
volume. There is much more that is of very real interest to be 
extracted from the data, as is well shown in the admirable intro- 
duction to the current volume of Criminal Statistics, where the 
problem whether crime is increasing or decreasing is fully dis- 
cussed. Even if no original inquiry is to be conducted into the 
causation and treatment of crime, there is a mass of unpublished 
material relating to such matters as probation, and it is to be 
hoped that in later volumes these will be used. 

It is said that the Indian peasant divides his spare cash 
between lawsuits and railway travelling. We hear nothing in this 
volume of the addiction of Londoners to the former mode of 
enjoyment, but though it may be as much by necessity as by 
choice, they are becoming greater travellers. The glimpses we 
get of the manner in which the growing problem of what to do with 
our leisure is being solved are full of interest. The volume is 
human and Sir Hubert Llewellyn Smith works in the spirit of his 
master. The task is so vast that it is impossible to get of London, 
as we have of Middletown, a picture painted by one hand. That 
is the tragedy of London; no one can envisage it. But there is an 
easy way out. This is a machine-made age, and surveys like other 
things can be fashioned mechanically. It might well have come 
about under the pressure of the difficult circumstances that the 


conquest of the machine, grinding out research by the piece, over 
G2 
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the hand guided by a mind would have been painfully obvious. 
The Director of the Survey, however, is better equipped than 
anyone living to draw together the threads woven by others, and 
the single picture conceived by one mind being impossible, he hag 
given us the next best—an accurate guide to the map of London 
Life and Labour. 

It only remains to say a word of praise for the admirable 
manner in which the volume is produced, and in particular for 
the maps. But, as the Survey shows, most Londoners are still 
poor and, if many of them are to possess this volume, it can only 
be in a cheap edition. May we hope that this will be forthcoming ? 

A. M. Carr-SAUNDERS 


The Theory of Interest. By Irvine Fisuer. (New York: The 
Macmillan Company. 1930. Pp. xxvii + 566. 25s.) 


CoNTROVERSY concerning the influences determining price, or 
the returns to factors of production, depend, in the majority of 
cases, on the degree of emphasis which is given by the parties 
concerned to the two groups of influences which inevitably 
govern such prices or returns, namely, influences affecting supply 
and those affecting demand. The publication of Professor 
Irving Fisher’s latest work, which purports to ‘‘ present a complete 
theory of interest,” bears witness to this fact. One of the aims 
of this book is to remove the “‘ widespread and false impression ” 
of some critics of the author’s earlier work The Rate of Interest, 
that he had “ overlooked or neglected the productivity or invest- 
ment opportunity side entirely.’’ Professor Fisher states that 
his theory of interest “‘ has hardly been altered at all ”’ since the 
publication of that book, and that it is only by a clearer exposition 
that he wishes to win over his critics. In a way, perhaps, the 
penultimate chapter of the book, entitled ‘“‘ Objections Con- 
sidered,” is the most illuminating of all, for in this chapter 
Professor Fisher’s theory is defended against the criticisms which 
have been directed against it in the past, and it may be wondered 
whether the differences which are discussed, which are indeed 
only differences in emphasis, can ever cease to be matters of 
controversy. 

The book is divided into four parts. Part Lis introductory and 
consists mainly of the definition and elucidation of the terms to 
be used in the three succeeding parts of the book. Part II con- 
tains an exposition of the theory in words, in three stages, from 
one of extreme simplicity to a stage where assumptions are made 
corresponding more or less to actual conditions, and where 
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allowance is made for uncertainty, which is ignored in the earlier 
stages of the argument. Part III reproduces the argument of 
Part II mathematically. First of all the argument is expressed 
diagrammatically, mainly by the use of indifference curves, and 
secondly by means of formule. Part IV consists of a general 
discussion of various aspects of the theory, perhaps the best 
chapters being one on the relationship of interest to the price 
level, and the chapter on criticisms of the author’s theory which 
has already been mentioned. 

The rate of interest, as analysed in Part IT, depends on what 
are termed Human Impatience or Time Preference on the one hand 
and Investment Opportunity on the other. Assuming that there 
is no uncertainty, individuals tend to be so constructed that an 
income enjoyed in the present has a greater desirability to them 
than the expectation of a similar income at a future date. This 
fact may be called the Principle of Impatience. It follows that, 
to the extent to which such a preference exists for present over 
future enjoyment of a given income, an individual will only 
postpone the enjoyment of that income on condition that he 
obtains something more in return at a later date, a premium will 
be necessary in order that he may be persuaded to postpone 
enjoyment, and the rate of this premium on the marginal unit of 
income whose consumption is postponed will tend to be the rate 
of interest at any time. The rate of premium demanded, that 
is, the rate of interest necessary in order that a given postpone- 
ment shall take place, will be determined by various conditions 
which are fully examined, such as the size of the income of the 
individual, its distribution through time, or “ time-shape,” that 
is, the degree to which it is expected to increase or decrease in 
the future, and other factors which cannot be enumerated in 
detail. In general, however, if income is large, the preference for 
a given amount of present over future enjoyment is likely to be 
less, and therefore the rate of interest demanded for the postpone- 
ment of the enjoyment of a given amount of income is likely to 
be less than it would be if the income were smaller. Again, if income 
is expected to decrease in the future, the preference for present 
enjoyment tends to fall, and therefore falling incomes and large 
incomes will both tend to be accompanied by comparatively great 
willingness to postpone the enjoyment of income, and therefore 
by a low rate of interest. These are just two examples of the 
simplest types of condition affecting “ Impatience” which are 
discussed by Professor Fisher. 

Since in ordinary life the character of income streams can be 
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changed, there is another influence affecting the rate of interest, 
namely, “‘ Investment Opportunity.” An individual can change 
the character of his income through time, and there may be 
various different ways open to him in which to doit. This is due 
to the fact that there are different opportunities of investment 
before him. Incomes tend to be adjusted through time so that 
the optimum “ time-shape”’ is obtained. The present value of 
an income with a given “ time-shape ’ may be capitalised, and 
the individual will adjust his time distribution so that this capital 
value is at a maximum. Further, “at the margin of choice any 
additions to the individual’s future income at the cost of more 
immediate income constitutes a return over that cost, the rate of 
which return over cost’ must in equilibrium be equal to the rate 
of interest. This rate of return over cost will depend on the 
opportunities of investment which are available to him. This 
fact may be described as the Investment Opportunity Principle. 
The substance of Professor Fisher’s exposition is an analysis 
of these two principles, but in spite of the fact that the book is 
written in order to convince his critics that he does not under- 
emphasise or neglect productivity or investment opportunity, 
the detailed analysis is almost all concerned with the influences 
which determine Impatience and very little, if anything, is said 
concerning the conditions which determine the “rate of return 
over cost,’’ which is, of course, the index of the profitability of 
investment. If A borrows from B in order to invest the sum 
borrowed, Professor Fisher would maintain that since he only 
invests in order to procure future income, it is true to say that the 
interest on the loan is paid as a premium on a higher income in the 
future. On the other hand, the “ Productivity ’” school would 
maintain that the theory of interest was incomplete until it 
explained the determination of the rate of return over cost, that 
is, explained why A’s investment yielded any return at all, and 
why it yielded just the return necessary to induce B to postpone 
the enjoyment of his income in the present. The fixation of 
interest cannot be discussed without resort to the ‘“‘ scissors,” 
and Professor Fisher’s analysis, while not inconsistent with 
productivity theories, is no more than complementary, for it 
lays all the emphasis on the Impatience leg of the scissors and 
never does justice to the other leg, namely Productivity. If, 
in this book, the conditions determining the rate of return over 
cost, or the opportunity for investment, were considered as fully 
as the conditions determining Impatience, then indeed we should 
have a very near approach to a “‘ complete ” theory of interest. 





ge 





1931] FOREMAN: EFFICIENCY AND SCARCITY PROFITS 87 


One minor point should be mentioned. In discussing the 
importance of Impatience and the influences affecting it, no 
reference is made to the elasticity of demand for present income 
in terms of future income. Thus, while frequent reference is 
made to the fact that as an individual increases his postponed, 
as opposed to his present, enjoyment, his impatience will increase, 
and that therefore the interest required in order to induce him 
to save will increase, it is never pointed out that the quicker this 
takes place the more quickly will the rate of interest rise, and vice 
versa. Thus, not only must we consider the Impatience of the 
rich man compared with the poor man, but we must also take note 
of the rate at which the Impatience of either will alter as he 
increases or decreases his present enjoyment. In discussing 
the future of interest rates this is important, for if the demand for 
present income is inelastic, an increase in wealth will cause a 
much greater fall in the rate of interest than if the demand is 
elastic. 

The book contains a useful appendix and a full bibliography. 
In arrangement it derives benefit from careful planning, and the 
inclusion of the mathematical exposition in the text, but in a 
separate Part, is much to be preferred to the relegation of masses 
of formule to footnotes or an appendix. P. A. SLOAN 


University College of North Wales, 
January 1931. 


Efficiency and Scarcity Profits. By C. J. Foreman. (The 
University of Chicago Press. Pp. 343. 18s.) 

In a Foreword to this book Professor Commons says of the 
author’s purpose: ‘His distinction between efficiency and 
scarcity profits is his main thesis, but back of it is his suppression 
of free competition by freedom of contract, and his theory of the 
original common law as a workable relation between the indi- 
vidual and the State hundreds of years before economists, philo- 
sophers and modern courts had obscured it.” More explicitly, 
the main thesis of the book is that profits are analysable into 
earned and unearned elements, and that hitherto, as shown by 
an analysis of legal decisions in English and American courts, 
the former have been recognised at law, the latter not. The 
rise of monopoly and of restrictions on competition have led to 
an undue prominence of the unearned elements in fact, and a 
tendency in theory even to restrict the term profits to these 
elements. This unhappy fact and tendency are now being 
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reflected in legal decisions, and unearned profits are being afforded 
a legal sanction which is detrimental to the ethical standards of 
the law and to the inalienable rights of the individual in his 
relation to the State. The practical conclusion is that the 
“plane of competition ” should be preserved in law and industry. 

To establish this thesis it would then be necessary to show 
(1) that in theory profits are divisible into earned and unearned 
elements; (2) that these elements are separable in practice ; 
(3) that from the point of view of public policy they should be 
separated. On none of these points does Professor Foreman 
succeed in being entirely convincing. 

With regard to the theoretical analysis, the efficiency and 
scarcity profits, the earned and unearned elements respectively, 
to which in the main Professor Foreman confines profits, are 
Marshall’s wages of the “ pioneer’ manager (which Nicholson, 
following Marshall’s analysis, calls ‘ wages of enterprise’) and 
surpluses due to scarcity. So far as these surpluses are concerned, 
however, there is not preserved Marshall’s clear distinction 
between temporary surpluses or quasi-rents, pure rents and 
monopoly surpluses—a distinction surely very pertinent to the 
question of public policy and to the view to be taken either 
ethical or functional of a surplus in any particular case. Students 
of Marshall will also feel that there is a disproportionate amount 
of time and space devoted to the proof of the reality of the 
distinction between efficiency and scarcity profits; but Professor 
Foreman evidently regards this distinction as in some sense new, 
and requiring to be established. He says of Marshall’s analysis 
that it does not differentiate “the returns of intra-marginal 
producers ; and, strange enough, no attempt is made to separate 
the profits of efficiency from the fluctuating market surplus ” 
(p. 279). This statement is based on a sentence of Marshall’s 
dealing with normal profits, but surely Marshall’s treatment on 
this question must be taken as a whole? To whom if not to 
Marshall do economists owe their knowledge of precisely these 
things? It is also very misleading to say of Nicholson, because 
he recognises a “chance” element in profits as one possible 
element, that he “ makes profits analogous to the now-familiar 
unearned scarcity increment” (p. 275). Professor Foreman 
regards a clearer theoretical analysis of profits as being a pressing 
necessity for his purpose, but in this he would seem to mis- 
conceive the real point of weakness in his position. The various 
elements which may enter into gross profits are not disputed in 
theory, although there may be some difference of opinion as to 
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which of these elements the term profits may most usefully be 
applied; but this is a question of terminology. The division 
of profits into “earned” and “unearned” is, however, quite 
another and a more difficult question. On this question of 
theoretical analysis another American economist, Professor 
Barnett, has said: “ The history of the theory of profits . . . has 
been determined not by increasing accuracy of economic analysis, 
but by great industrial and credit changes which from time to 
time have shifted the ownership of the product. The really 
important historical question has been: Under a given set of 
conditions, to whom do profits come, not what does the entre- 
preneur do to get them?” ! This is an illuminating statement, 
and all the more so because it enables the point to be made that 
the two last considerations it raises are ultimately or dynamically 
inseparable, since it is the struggle to obtain these profits that to 
a great extent determines, even constitutes, the directing force. 
Even from the point of view of theory, then, profits which viewed 
statically are unearned, may nevertheless be functional and 
therefore, viewed dynamically, earned. This aspect of the 
question is insufficently realised by Professor Foreman, and this 
inevitably weakens his case also on the other two points. 

On the second question, whether earned and unearned profits 
where they do exist are separable in practice by the application 
of a satisfactory test, the treatment is more original and has 
much of the interest of a heresy hunt. It has also eventually, how- 
ever, all its usual inconclusiveness, even as to the identity of the 
heretic. The method employed is to show by an analysis of 
legal decisions bearing on profits, the type of profits to which 
courts have respectively afforded or refused to afford legal 
protection and also the grounds of the decisions. The result of 
this analysis would seem to be that (in awarding damages, for 
example) courts have in the main protected efficiency profits, but 
have discountenanced speculative gains, and that the test applied 
in distinguishing between these two has been based on considera- 
tions of costs of production. But apart from the fact that this 
implies no necessary condemnation of speculative gains as such, 
how far, it must be asked, does this really take us? The function 
of the entrepreneur is now so divided and the forecast for indus- 
trial development and, therefore, the sphere of the speculative 
element so extended that nineteenth-century decisions protecting 
the differential returns of individual inventors, or discounte- 
nancing claims based on speculative gains are not convincing 
1 Economic Essays in Honor of John Bates Clark, p. 20. 
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parallels for the more complex existing conditions. A reduction in 
costs as a valid test for efficiency profits could only be applied to the 
entrepreneur who was a producer, and this type of entrepreneur 
does not as a rule obtain the market surplus. The market 
surplus goes more usually to the trading entrepreneur, whose 
costs of production are mainly dependent on his ability to buy 
low and sell high, 7.e. on the market surplus; but this is just what 
is objected to as being “‘ unearned.” If one business combines 
both types of entrepreneur it will reasonably expect to receive 
the results of both efforts, and both efforts will be so combined 
as to make the results in the long run inseparable. Further, 
early legal decisions at a period when the difficulty was to find 
goods rather than markets are no guide for a period when the 
difficulty is to find markets for an indefinite quantity of goods. 
Professor Foreman complains that “In the evolution from 
medieval to modern principles the courts have found it unneces- 
sary to draw a legal distinction between cost profits entering into 
the costs of production and speculative profits arising from an 
increased demand. However, in the adjustment of these economic 
concepts it is likely that both jurists and statesmen will be forced 
ultimately to meet the legal-economic problem which lies in the 
separation of cost, speculative and monopoly profits”? (p. 267). 
But such a separation might be attained without shedding much 
light on the question as to which of these profits was earned or 
unearned or being either of these things, functional or non- 
functional. 

With regard to the third point, the attitude of public policy 
towards market surpluses, it must be recognised that marketing 
is now of necessity becoming a highly developed and specialised 
function, and whatever may be the view to be taken of market 
surpluses, it must be based on a recognition of this fact. Some 
market surpluses are no doubt to be condemned, but the time has 
passed when condemnation could be attached to market surpluses 
as such, even if they be obtained under conditions of monopoly. 
From the point of view of public policy the objection to any type 
of profit is not that it is unearned, but that looking to social 
welfare it is non-functional. It is on the social plane of function, 
not on the individualistic plane of effort, that the ethical and 
the economic justification of profits as of other forms of property 
are to be reconciled. It is on the social plane of function also 
that the respective merits of combination and competition must 
ultimately be judged and afforded legal protection. Therefore, 
although Professor Foreman may be right in concluding that the 
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legal preservation of liberty of competition is the best method 
for the prevention of the abuses of monopoly, this hardly justifies 
his belief that law exists, and has always existed, for the purpose 


of preserving the liberty of the individual. 
M. T. RANKIN 


University of Edinburgh. 


International Economic Relations. By Joun Donatpson, Ph.D. 
(Longmans, Green & Co. 1928. Pp. xxx + 674. 16s.) 


THE study of the wealth of nations in general, as opposed to 
the wealth of nations in particular, has been greatly extended 
since the war, mainly as a result of the research which has been 
conducted by the League of Nations and allied institutions; but 
at the same time academic studies of international economic 
problems are still scarce, and books which attempt at a comprehen- 
sive survey in this sphere are much needed. The reader who takes 
up this book, expecting to find a thorough study of world economic 
problems, is likely to be disappointed, since, though the attempt 
to write “‘ A Treatise on World Economy and World Politics ” is 
laudable, it has not proved entirely successful. There are 
perhaps three main reasons for this failure. Firstly, the sphere 
which the author has tried to cover is too wide to permit of a more 
than superficial treatment of many important problems; secondly, 
a great deal of the subject-matter is not strictly a study of the 
economic relations between nations at all, but a rather “ woolly ”’ 
comparison of certain particular aspects of economic life in 
different countries; and, finally, because the author almost 
entirely neglects many very important post-war problems and the 
organisations which have been built up for the purpose of solving 
them. References to the League of Nations are only incidental, and 
the League is considered of so little importance that it is not even 
mentioned in the index. The most successful chapters in the book 
are those which are purely descriptive, the description of national 
and international combines and cartels (Chaps. VIII and IX), the 
story of political and economic interference in Turkey and China 
(Chap. X), the distribution of raw materials (Chap. XII), and the 
relationship between the petroleum industry and politics (Chap. 
XIII); but even these chapters are only of use for reference 
purposes and are too “ facty ” to make enjoyable reading. 

The book is divided into two parts: firstly, a study of the 
“basic” factors affecting world economy, and secondly, its 
‘structure’ and “industrial basis.” The basic factors are 
classified as geographical conditions, race and population, forms 
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of political and economic organisation, the legal factor, and, 
_ finally, the distribution of territory. In discussing these various 
factors the author has outlined very briefly the part played by 
each in determining economic life, but on the whole has not 
adequately analysed many of the influences which he mentions. 
The possible effects of climate on race, for example, are speedily 
dismissed as being more or less incalculable; while in discussing 
the relative capacities of different races for economic activity it is 
assumed, without discussion, ‘‘that the races inhabiting the 
United States, Great Britain, Germany, France and Japan, to 
mention only a few outstanding examples, must possess such 
capacity in a large measure ”’ (p. 30). No mention is made of the 
various possible combinations of climatic, political and other 
factors than race which might have caused their industrial 
supremacy, whereas, in fact, this subject would have been both a 
legitimate and important one for discussion in this part of the book. 
Again, in considering the political factor we are told that there 
are four stages in economic development : “‘ independent domestic 
economy .. . towneconomy .. . nationaleconomy . . . world 
economy,” and yet no reference is made to the important fact that 
town economy and world trade developed in many cases together, 
before the evolution of the modern nation. Again, world economy 
is discussed entirely without reference to the growth of world 
organisations such as the I.L.O. and the League of Nations. The 
discussion of the legal factor, although mainly confined to factual 
statements, is the most useful of these chapters, containing a short 
exposition of certain aspects of international law which should be 
useful for reference. 

The discussion of ‘national and world economy” which 
occupies the second part of the book is uneven in quality. In so 
far as it is purely descriptive it should be good for reference but 
the more theoretical discussions lose much through lack of con- 
ciseness in expression. As an example, the following remarks 
concerning the national income of various countries may be 
quoted, from the chapter on “The National Economy of the 
United States”: “The structure of the national economy finds 
one form of expression in the national wealth and income and 
in such resulting phenomena as the standard of living. The 
national income of the United States, as is commonly known, is 
very high. In 1914 in total amount it was more than three times 
that of the United Kingdom and was per capita 25 per cent. higher 
than that of Australia ” (p. 223). On the following page further 
light is thrown on the matter: ‘‘ The pre-war per capita income 
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of Australia was very high, but it did not greatly exceed that of the 
United Kingdom, and that of Canada was rather (sic) high but 
did not vastly exceed that of France and Germany.” Admittedly, 
such statements are substantiated by certain tables, but even then, 
the use to which the information is put hardly justifies these rather 
laborious comparisons of the relative “heights” of national 
incomes. 

In discussing the possibilities of international control of world 
economic affairs the book is unsatisfactory. No account is given 
of the work which has been done since the war in many spheres 
under the League and I.L.O., and proposals for further control are 
treated with contempt. For example, following the description 
of the growth of monopolies of an international character it is 
concluded that ‘“‘ though international discussions of the problem 
may prove helpful, the most feasible as well as effective treatment 
lies in the actions and reactions of the economic processes them- 
selves”’ (p. 346), and this conclusion is reached without any 
discussion of possible alternatives or mention of the possibility of 
League influence through giving publicity to the operations of 
international combines and so on, in default of finding even 
stronger methods of control. Again, in the discussion of the 
problem of international control of raw materials we find the 
following crude classification of policies which might be adopted. 
There are, we read, three possible solutions before us: the 
“ nationalist solution,” in which case each country becomes a 
self-supporting unit, the “‘ socialist solution,” in which case trading 
is carried on by some international organisation, and the “ free 
trade’ solution. ‘‘ The mere mention of the nature of the schemes 
is sufficient to show how far they are from practicable or feasible ” 
(p. 501). In this case, not only does the author’s outline of possible 
ways of controlling the use of raw materials do grave injustice to 
many possible methods of control of varying degree which have 
been suggested, but it does not even discuss thoroughly the three 
categories of remedy which are mentioned. These examples are 
adequate to show that the subject of international control has 
been far from satisfactorily considered. 

In a book on International Economic Relations the reader would 
expect some account of movements of both capital and labour 
from country to country, the relationship between the currencies 
of different countries, differences in standards of living and 
possible ways of reducing these differences, and the ways in which 
these factors, together with working hours, wages and prices, are 
being, or might be, subjected to various forms of control. In this 
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book, while a short reference is made to migration, and the 
connection between capital investment and political intervention 
is given full consideration with respect to certain particular cases, 
currency problems and the ways in which differences in standards 
of living and working conditions might be altered in different 
countries are not mentioned. Some of these omissions, it is true, 
may be made good in a later volume which is to follow, of which 
a@ summary is given at the end of this one. The second book will 
continue the study and will be divided into three parts, concerning 
“ International Trade,” “ Finance,” and ‘“‘ Agreements and 
Organisation,” and in the third of these parts one section will be 
devoted to “‘ Concerts, Conferences and Leagues.” Is it in this 
section, it may be wondered, that the League of Nations will come 
into its own? As to the other omissions, such as monetary 
questions, and the regulation of prices, wages and hours and con- 
ditions of work, there is no promise of fuller treatment; though 
it is doubtful whether a modern book on international economic 
relations can be complete without the inclusion of these subjects. 
In conclusion then, it may be said that this book is an attempt 
to cover ground which certainly ought to be covered by academic 
economists; but it is an attempt to discuss, not only the relations 
between countries in the economic sphere, but also the under- 
lying factors in national economy as well. The author has 
undoubtedly given himself too wide a field, with the result that 
much of the book is superficially written and important omissions 
are made. On the other hand, for purposes of reference, certain 
chapters which have already been mentioned are undoubtedly 
useful. P. A. SLOAN 


University College, Bangor. 


Reparation Reviewed. By Str ANDREW MoFapyzan. (London: 
Ernest Benn, Ltd. 1930. Pp. 218. 8s. 6d.) 


In spite of the growing disinclination of the general public 
to look at any kind of literature relating to the war, except perhaps 
lurid records of actual trench life, books like this of Sir A. 
McFadyean’s perform a valuable service to the economist, the 
financier, and the serious student of affairs, and by them are sure 
to be valued. Most of the episodes and situations discussed in 
its pages may belong in the main to the past, but if it is important 
that the history of them should be written, it is doubly important 
that it should be written with knowledge of the facts and impartial 
judgment in their interpretation, and Sir A. McFadyean’s work 
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satisfies both conditions. The larger part contains a review of 
the various stages through which the reparation question has 
passed since January 1920, when the Treaty of Versailles came into 
force, separate chapters being devoted to the early administration 
of reparations, the first four years of failure, “a record of dis- 
graces best forgotten,” he says (as if they could ever be forgotten 
in Germany so long as the word Ruhr stands on the map !), the 
Dawes plan and its purpose, Germany’s recovery under the Dawes 
plan, her foreign borrowings, the transfer problem, the Young 
plan, and the present outlook. 

What most readers will be chiefly interested to know is the 
writer’s opinion of the last reparation ‘‘ settlement” and Ger- 
many’s ability to meet her obligations under it. In this connec- 
tion the chapter on Germany’s borrowing will probably reassure 
many people who have hitherto observed with surprise that 
country’s eagerness to accept foreign money, either in the form 
of Government, municipal, and mortgage loans, or of industrial 
debenture and share purchases, and the readiness of lenders and 
investors to provide this money. Sir A. McFadyean does, indeed, 
regard with misgiving the prodigal borrowing of the last several 
years, while granting that recovery has been made possible by it. 
Nevertheless, he rejects the view that the time is certainly coming 
when Germany will have no security to offer a foreign lender 
(a view which Professor Cassel advanced subject to an important 
qualification), and suggests that if over-borrowing precipitates a 
breakdown, it will be because her creditors are becoming obsessed 
by fear that her foreign debt is accumulating at compound interest. 

The author endorses the common-sense opinion of the American 
Professor J. W. Angell, whose book, The Recovery of Germany, was 
reviewed in a recent issue of the JoURNAL, that Germany can 
only meet her indebtedness by constantly increasing her exports 
of industrial products, which means ever-growing competition 
in the world markets, and particularly in the markets of her 
creditors. Assuming that, in the absence of natural advantages 
which have not already been exploited to the utmost, the lower 
costs of production necessary to facilitate these inflated exports 
will have to be sought in reduced wages, he concludes that the 
German workman may prefer to work a shorter time on the old 
rates of wages than full-time on a seriously depressed scale, so 
checking pro tanto any tendency to lower productive costs and 
prices. On the other hand, is it not reasonable to suppose that the 
reduction of overhead charges due to mass production on an 
abnormal scale will effect a large economy, and even that the 














96 THE ECONOMIC JOURNAL [MARCH 


more tenacious stand for a relatively high level of money wages 
which labour will inevitably make in countries not burdened by 
heavy indebtedness to the foreigner, will play powerfully into 
Germany’s hands? It does not follow that exports so facilitated 
could be rightly considered as “ dumped,” unless in comparing 
wages and standards of life the presence or absence of traditional 
frugality and good housewifery must be disregarded—a point 
which may deserve more attention than it has yet received in 
our definitions of ‘‘ dumping.” 

The possibilities opened up cannot be contemplated without 
anxiety. But will events take that course? Is it not more 
likely that the reparation question, which is not merely a question 
between Germany and the allied Powers, but an international 
and world question in the fullest sense, will eventually be settled, 
not by any virtuous scruples concerning the debtor’s ability to 
meet obligations accepted under compulsion in 1919, but by the 
creditor nations and their Governments recognising that repara- 
tions paid by the flooding of their own and other markets with 
German competitive goods, are a mischievous impediment to sound 
international exchange? Failing that pacific solution, fate may 
have sterner measures in store for Europe. Those who think 
that Germany is going to pay tribute for thirty-six years, because 
of a war the responsibility for which she shares with all the other 
belligerents, are nursing a dangerous illusion. Passages in his 
later chapters indicate that Sir A. McFadyean himself entertains 
grave doubts as to the finality of the last reparation revision. 
Hence his view that while the momentary outlook may be 
encouraging, “ the background to the picture is more sombre.” 

This is an exceptionally well-balanced piece of work, careful 
in statement, acute in reasoning where it is a matter of argument 
and demonstration, and almost pedantically judicial and guarded 
in conclusions. One is, indeed, apt at times to wish that the 
writer’s mild, bromide criticisms were a little more vigorous and 
outspoken. More than once his detached frame of mind seems 
to make him unjust to this country, as in his references to our 
Government’s attitude on the question of the Allies’ debts and the 
French determination to “ bleed white ’’ the late antagonist. In 
resisting that irrational policy Great Britain performed a great 
service to Europe—and incidentally to France—deserving of 
more generous recognition than it has received, and whatever 
the tactics which had to be resorted to, the end amply justified 
them. Is it not permissible also to ask that English writers will 
abandon once for all the French use of the word “ sanction,”’ so 
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unpleasantly associated with illegal and cruelly vindictive 
measures, for which happily this country bears no responsibility ? 
The word used to be held in honour amongst us: why allow it to 
be longer declassed and defamed ? W. H. Dawson 


The National Debt. By E. L. Harareaves. (London, Edward 
Arnold and Co. 1930. Pp. 304. 15s.) 


Mr. HarGReEAVES has written a careful and detailed history 
of the National Debt from its birth to the present day. At 
first an obligation due from the Government to the three big 
corporations—the Bank of England, the East India Company 
and the South Sea Company—and presumably of a temporary 
character, the Debt had already by 1730 become a national 
institution binding the State to a host of creditors “every one 
of whom desires to be the last in the Course of Payment.” 
It is the story of this institution and the parallel tale of the Sinking 
Funds intended for its abolition that Mr. Hargreaves_has to tell. 

The author permits himself few comments on his narrative, 
though he quotes at some length the views of contemporary 
writers at all stages in the history of the Debt. Perhaps his 
readers should be grateful for this reticence, since comment could 
hardly be other thar cynically depressing. There can, indeed, 
be few chapters of economic history more completely devoid of 
progress than those which are the subject of this book. In two 
hundred and fifty years we have neither invented any significant 
new method of dealing with the Debt nor shown any growth in 
the persistence with which we are prepared to apply old methods. 
Every kind of Sinking Fund—cumulative, non-cumulative, 
specific, general—has been tried, and every kind has, on one 
pretext or another, been violated. Walpole’s Fund of 1716 is 
openly raided by its own author little more than a dozen years 
after its establishment. Our own generation of school children 
is taught to ridicule Pitt for borrowing with one hand in order 
to pay back with the other; yet in 1922 Sir Robert Horne could 
find the most admirable reasons for following exactly the same 
course. There is variety only in the ingenuity of the arguments 
which are used to justify light-hearted disregard of any liability for 
debt repayment. In the early nineteenth century the accumula- 
tion of a Sinking Fund offered a dangerous temptation to Ministers 
looking for money to spend without Parliamentary sanction, ° 
In the twentieth century it is merely bad for trade, and must 
wait till times are better. 

And it is just the same with the more radical proposals for 
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debt funding or redemption. Did not Hutcheson in 1721 and 
Ricardo in 1820 anticipate the Labour Party’s recent plan for a 
capital levy? Was not the case for funding war pensions argued 
with just as much plausibility in 1822 as a hundred years later? 
Meanwhile the upward trend of the debt charge continues, and 
the method of a fixed charge that will redeem the entire debt in 
forty or fifty years renews its popularity with every half-century 
that passes. 

Mr. Hargreaves concludes his book with the statement that 
so far as “a reduction of the burden of the debt is regarded as a 
problem to be solved, the solution must come from a deliberate 
financial policy consistently and resolutely pursued.” Past 
experience, however, as his own most illuminating study shows 
on every page, gives little ground for anticipating any such 
consistency or resolution. BaRBARA Wootton 


Gold, Credit and Employment. By G. D. H. Cotz. (London, 
George Allen and Unwin. 1930. Pp. 165. 5s.) 

Tuts book consists of papers reprinted from the New Statesman 
and New Leader, together with an introductory essay not previ- 
ously published. It is largely concerned with Mr. Cole’s views 
on currency policy, the main features of which may be summarised 
as follows : (1) the gold standard should be retained in the interest 
of stability of exchange and because of its international advantages 
generally; (2) convertibility of the internal currency into gold 
at a fixed rate (presumably in the present limited form, though 
no reference is made to this) should also be retained; but (3) 
there should be no legal limit to the fiduciary issue, and the whole 
of the Bank’s gold reserve should be treated as effectively available 
for export; and (4) the supply of internal currency should be 
based “not on the stock of gold, but on the needs of industry 
and commerce.” Mr. Cole hardly meets the obvious criticism 
that certain of these principles are mutually exclusive, nor is he 
very explicit as to the interpretation of the last, which is clearly 
all-important. He does, however, state definitely that he is not 
hoping for complete stability of internal prices, and that he is 
prepared to sacrifice this, if necessary, to stability of exchange. 
On the other hand, he is surprisingly silent about the possibilities 
of the international management of gold itself. 

The later papers in the book develop the author’s views on the 
unemployment problem on lines already familiar to readers of his 
Next Ten Years. Mr. Cole’s essential difference from what 
appears to be the official attitude to unemployment is that he 
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denies that any material improvement must wait upon a revival 
of trade, holding that “‘ jobs can and must be found for most of 
the unemployed before we can expect industry to revive.” To this 
end he renews his proposal for a National Corps to be voluntarily 
recruited from the unemployed. For the ultimate revival of 
industry Mr. Cole looks (with the orthodox) to rationalisation, in 
which a banking industry, itself rationalised on less orthodox 
lines, is to play a large part in the coercion of the irrational. 
BarBaRA WOOTTON 


Poverty and the Siate. By GrtBERt StateR. (Constable & Co., 
Ltd. 1930. Pp. vii-+ 480. 12s. 6d. net.) 


Dr. StaTER has brought together in this book a mass of 
useful material on a number of subjects which are not frequently 
treated in relation to each other. He has passed in review, for 
each of the main factors in the causation of poverty, the history 
of the methods by which at different times the community, and 
in our own time the State itself, has sought to deal with it. 
The order of arrangement is at first somewhat confusing. The 
Poor Law is treated in specific chapters that bring the story down 
to the Reform of 1834, and for the later history one has to turn 
to much later chapters on the Care of the Child, in which chapters 
a good deal of information not strictly relevant to the title of 
the section has to be introduced. Nevertheless, the book has a 
method and a logic of its own, which more and more impresses 
the reader as not only unusual but useful. For from time to 
time in our history some special problem of poverty has been 
particularly pressing or has been felt to be so, and has brought 
about some new development in the provision of measures of 
relief or prevention. Hence, by taking in turn the problems of 
sanitation, of the care of the child, of sickness and old age, of 
overcrowding and slums, of alcohol, of betting and gambling, of 
lunacy and mental deficiency, of the care of the blind, the deaf 
and the crippled, and finally of unemployment, Dr. Slater has 
been able not only to reveal an expanding series of State and 
voluntary agencies for dealing with the problem of poverty, but 
also to trace the course by which each of these factors in the 
problem has given rise to special efforts of private or public 
initiative. 

Most of the information has been brought together from 
easily accessible sources, but Dr. Slater has produced some new or 
less familiar evidence on a number of points. A few examples 


may be given. He intrigues us by hinting at evidence not yet 
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in print which goes to show that the main cause of unemployment 
in the sixteenth-century crisis was the improvement of ploughs 
and ploughing. He cites an interesting case of an eighteenth- 
century society on the border-line between a Trade Union and 
a Friendly Society in the “‘ Chesterfield Union Benefit Society,” 
which was only removed from the register in 1927; and also an 
instance of a co-operative mill constructed by the Woolwich 
Dockyardsmen some time before 1760. 

He contributes his personal experience of “relief works ” 
in Woolwich under Dr. Walter Long’s scheme for London just 
prior to the Unemployed Workmen Act of 1905, and also of 
the highly efficient and successful public works organised in India 
to meet the Indian crises of unemployment which are usually 
known as “ famines.”’ 

The section on Unemployment reviews the main theories and 
proposals for relief and prevention, and Dr. Slater emphasises 
the too often disregarded correlation between the incidence of 
wars and the trade cycles. He revives a proposal of his own 
made before the Great War for the institution of a “ Public 
Shareholder ”—that is, a specialised Government Department, 
to which should be assigned the duty of watching the initiation 
of new capital issues, detecting fraud, and prosecuting where 
necessary ; and he advocates, like Mr. Cole, measures for directing 
the flow of investment. 

The most conspicuous gap in the book is the absence of any 
reference to the problem of “‘ sweated ’’ wages and the institution 
of Trade Boards, and we are surprised to find no discussion of the 
definition of the term “ poverty ” in the light of the Rowntree 
and Bowley investigations, nor indeed of the general question of 
wages and the standard of life. On this point the book needs 
supplementing by the sort of material that is to be found in 
Messrs. Carr Saunders and Caradog Jones’ Survey of the Social 
Structure of England and Wales, to which there is surprisingly 
no reference in Dr. Slater’s bibliography. 

The book is based on a course of lectures given to students 
training for various kinds of social work, and it may be 
recommended not only to the student of social history and 
organisation, but in particular to those concerned with 
University Social Training Departments. 

A. Barratt BROWN 
Ruskin College, Oxford. 
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Labour Problems. By Gorpvon 8. Warstys, Ph.D. (Sir Isaac 
Pitman & Sons, Ltd. 1929. Pp. 726. 15s.) 

Tuts work is a revised edition of a book which appeared in 
1922, but the revision has been so extensive, we are told, as to 
make this new edition practically a new book. The scope of the 
book is very comprehensive; the book is divided into eight parts 
and consists of twenty-nine chapters, in the course of which most 
matters affecting labour may at least be said to have been 
touched upon. At the end of most chapters there is appended a 
useful list of books for further reference. 

A book of this nature inevitably raises in the mind of the 
reviewer the question of the purpose it can most usefully serve. 
The book endeavours, and with considerable success, to give a 
sane and balanced view of the many problems affecting labour, 
and the English reader will glean much of interest from the side- 
lights thrown on American views and conditions. It is compre- 
hensive enough in scope to serve as a book of reference, but the 
treatment of certain questions, e.g. minimum wages, factory 
legislation, trade boards, etc., is too slight to be of any value 
taken by itself. The book is evidently primarily intended to 
serve as a general introduction to the labour problem, but the 
easy informative way in which it is written makes it of doubtful 
value as a text-book for the serious student. One cannot help 
feeling that the method of exposition followed here is not the way 
through which the writer himself attained his knowledge of such 
questions. On the matter of text-books there is much to be said 
for what the late Professor Burnet called “the recapitulatory 
theory of education,” by which he meant the guiding of the 
student along the paths the teacher himself has trod. On the 
descriptive side the book is, however, very useful, more especially 
perhaps, the chapters dealing with labour organisation, child 
labour and unemployment, affording as they do an interesting 
basis for comparison between labour conditions in these respects 


in America and this country. 
M. T. RANKIN 


University of Edinburgh. 


The Labour Injunction. By Fat1x Frankrurter and NaTtHan 
GreENE. (New York: The Macmillan Company. 1930. 
Pp. 343. 21s.) 


Tue history of American Trade Unionism furnishes some 
startling illustrations of the difficulties involved in the adjustment 
of the legal system to economic conditions. Grave problems arise 
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from the intervention of law in the controversies of industry, 
Upon what principles is organised Labour’s legitimate sphere of 
action to be defined? What is the category of purposes for 
whose attainment the strike is to be a privileged means? What 
tactics of organised Labour are to be allowed in its effort to 
improve its material conditions? How are those principles of 
liberty which are automatic in political life to be made effective 
in industry? Recognition of the necessity of Trade Unions—and 
the right of combination by workers is in itself a corollary to the 
dogma of free competition as a means of equalising the factors 
that determine bargaining power—recognition implies acceptance 
of the economic and social pressure that can come from united 
action. Such acceptance, however, leaves open the questions: 
how far? and, when? How far may workers combine to strive 
for concessions that are not of immediate benefit to them, but 
which strengthen the Union organisation? How far may a 
Union in one craft use its power to achieve the unionisation of 
non-union plants within the same craft? How far may a Union 
of one craft exert its power in aid of Unions of another craft ? 
How dependent must one craft be upon the other to justify co- 
operative tactics? How are terms of convenient vagueness, such 
as “ coercion, intimidation,” “ peaceful picketing,” to be 
interpreted with any degree of precision? These issues are 
usually left to the courts for decision. The governing rules of 
conduct as to Labour Law are essentially not legislative formula- 
tions; largely they are judge-made law. The results have been 
unsatisfactory. There are technical matters on which judges 
may claim peculiar competence and on which their decision 
commands respect. But industrial controversies raise issues of 
policy, and for their solution qualities are required which the 
majority of judges do not seem to possess—sympathy, elasticity 
of mind, insight into social values, sensitiveness to changing social 
needs. The majority of judges have seldom attempted to bring 
their opinions into nearer agreement with the economic facts. 
They have been content to look at facts only through glasses 
coloured by those very opinions. Social prejudices—and in the 
decision of these questions there is wide room for the play of 
prejudice—have often been mistaken for eternal principles. The 
legality of purposes has been made to depend on precedent rather 
than on their relation to conceptions of the common good. 

In the United States, the law of associations arises almost 
entirely out of injunction cases. These are handled by Courts 
of Equity. These Courts deal with injunction cases without 
the benefit of substantial statutory guidance. Moreover, the 
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Legislature’s attempts to limit the jurisdiction of the Courts in 
these cases have been successfully checked. Laws passed with 
this object have been declared unconstitutional. 

America’s distinctive contribution in the application of law to 
industrial strife is the labour injunction. In the administration of 
justice between employer and employee it has become the central 
lever. The mostserious question confronting Trade Unionismin the 
United States is the use and abuse of injunction in labour disputes. 
(And has not the United States more strikes both in absolute 
number and relative to the population than any other country ?) 
The exercise of their powers in labour controversies has harmfully 
implicated the Federal Courts. Organised Labour has come to 
view all law with resentment because of the injunction. The 
hostility which it has caused creates a political problem of some 
importance. ‘Government by law and duly constituted 
authorities has in many instances been supplanted by government 
by injunction, government enforced without statutory enactment.” 
“ Government by injunction must cease if government* by law 
is to function unchallenged.” (Convention of the American 
Federation of Labour, 1926.) 

In Great Britain judicial decisions have repeatedly provoked 
the intervention of the Legislature. In the United States, 
Congress has to contend with constitutional complications 
from which Parliament is free. Congress has tried to grapple 
with the injunction question notably by means of two sections 
in the Clayton Act. Samuel Gompers described section 6 as 
“the industrial Magna Charta upon which the working-people 
will rear their construction of industrial freedom.” The good 
intentions of Congress have been frustrated. Common law 
doctrines of conspiracy and restraint of trade still threaten 
American Labour. Activities widely cherished as indispensable 
assertions of Trade Union life continue to be outlawed. In- 
junctions are still the effective method of enforcing those individual 
or “ yellow dog ” contracts whereby employers force employees to 
give up organisation rights. In December, Congress is to make 
another attempt. It is to consider a Bill prescribing rules for the 
issuing of injunctions. A full understanding of the history of a 
questioned legal institution is necessary to wise reform. Pro- 
fessor Frankfurter and Mr. Greene try to supply this. Their work 
records how labour injunctions came to be and how they operate 
in practice, the uses which they serve and the abuses to which 


they have given rise. 
J. LEMBERGER 


The University of Belfast. 
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Fixation of Wages in Australia. By Grorcr ANDERSON, M.A., 
LL.M., M.Com. (Macmillan & Co. and Melbourne Univ, 
Press. Pp. 554, (21s. net.) 


In this book we have a preliminary survey of a new branch of 


legal precepts, likely to grow in importance in the coming decades— Ff 


those concerned with jurisdiction over economic affairs. In this 
field there is little of precedent and at present much confusion. 
Mr. Anderson hardly charts the field with new principles; but he 
has considerably tidied an important section of the ground for 
future surveyors, and has provided us with a compendious work of 
reference on the arbitration and wage-regulation system in 
Australia. In doing this he has been predominantly interested in 
the legal aspect of the matter rather than in its economic signifi- 
cance: the book is essentially a case-history of arbitration 
procedure, rather than an economic analysis. At the same time, 
the work is of high importance for the student of wage theory as a 
record of the legal machinery and procedure which have developed 
in this country where State fixation of wages has been carried to 
the highest point. 

In Part I the machinery of Federal and State arbitration is 
described in considerable detail, particular attention being paid to 
the problems arising from the conflict of authorities and to the 
awards by which an attempt has been made to draw the frontier 
between State and Federal jurisdiction. In Part II, which forms 
the larger section of the work, the several problems involved in 
wage-fixation are described and the attitude adopted by the 
Courts is carefully listed. Here there is material of special 
interest to the economist. The various interpretations of the 
“basic or living wage ”’ and the calculations of the cost of living 
for this purpose, with its disturbing variations between different 
cities, are set out in detail. The problem of the so-called 
“secondary wage ”’ is outlined, and considerable space is devoted 
to a record of decisions of the Courts on the complicated matter 
of “‘ wage differentials ” for dangerous, disagreeable or difficult 
work, on the rates for women and juniors, and on the fixing of 
piece-rates and hours of work. 

The economistcould have wished that the author had attempted 
some generalisation about the results of the system which he 
describes with so much care. But admittedly he is concerned with 
legal rather than with economic precepts. As a source-book for 
the economist it is invaluable; but it does not pretend to be any 
more. Such general conclusions as the book provides are con- 
tained in afbrief introductory chapter, where they are presented as 
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tentative obiter dicta on the arbitration system as a whole. Mr. 
Anderson is of the opinion that ‘‘ most of the charges supposedly 
made against the system of compulsory arbitration are actually 
not made against the system itself, but against some weakness in 
the means used to effect compulsory arbitration.” At the same 
time, ‘the fact remains that there is much to support the 
employers’ complaint of undue interference. . . . The awards of 
to-day are, in many cases, very complicated, and attempt too 
minute a regulation of working conditions.’ Moreover, there is 
“one marked weakness of the existing system—it does tend to 
array employers and employees in opposing camps, and to foster 
the litigious spirit. Taking the system as a whole, we venture 
the opinion that it is a sound and sane method of adjusting the 
industrial relations of employers and employees.” 
Mavrice Doss 
Cambridge. 


The Theory of Collective Bargaining. By W. H. Hurt, Senior 
Lecturer in Commerce in the University of Cape Town. 
(P.S. King & Son. Pp. 108. 5s. net.) 


THERE is much reason to welcome the returned popularity of 
the pamphlet as a literary form, especially for critical or polemical 
writing. For the suggestion of new ideas or support of a specific 
thesis it has everything to recommend it to an unleisured age. 
But it cannot be recommended for everything. Mr. Hutt’s 
essay possibly strays beyond the strict bounds of a pamphlet. 
But one feels that the form he has adopted has imposed a method 
upon him a little too unsophisticated, perhaps, for the problem 
he handles. True, the thesis he advances is a straightforward 
one: namely, in his own words, “to controvert the suggestions 
typical of most modern economic text books, (a) that there is 
some portion of the normal remuneration of labour which, in the 
absence of collective bargaining by labour, is, or can be, trans- 
ferred to the remuneration of other factors of production owing to 
labour’s ‘ disadvantage in bargaining’; or (b) that combination 
by increasing labour’s ‘ bargaining power,’ enables it to acquire a 
part of the normal remuneration of some other factor.’ But he 
has attempted to interweave a critical survey of what others have 
said on the matter with analytical proof of his thesis. The 
combined task is not impossible; but in so confused a field as 
the theory of wages the combination of the two is particularly 
difficult. 'To use the ideas of others as ninepins to one’s game is 
an excellent mode of exposition. But the ninepins must be 
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ascetically chosen as such and the attack on them subordinated 
strictly to the general strategy of the game. Moreover, if one 
handles them to this purpose, one needs to do more than justice to 


one’s adversaries—to give to their words more logic than the words | 


actually hold. Otherwise the game is apt to be too cheaply 
purchased. This Mr. Hutt does not always do. And\one is left 
with the feeling that zeal for his thesis often causes his exposition 
to do less than justice to his predecessors’ meaning, while in the 
attempt to be comprehensive in his historical review he does 
imperfect justice to the intricacy of the problem which he attacks. 

On the whole, Mr. Hutt’s survey of what others have said on 
the subject of collective bargaining is deftly conducted, and gives 
us a picture that we are grateful to have. Here the author 
is at his best: he does not merely record in a monotone, but 
weighs and emphasises so as to make us notice much that has 
been passed over too summarily before. The recitation is both 
interesting and stimulating. Adam Smith’s classic exposition of 
the ‘labourers’ disadvantage’ comes in for close criticism. 
Thornton, as one would expect, receives severe chastisement ; 
and J. 8. Mill is called to account for his tolerance of trade unions. 
Jevons is cited in the main approvingly; whereas Marshall’s 
tentative barter-analogy is swept aside as irrelevant to the 
problem of “ a free market.” 

The statement of the author’s own position greets us with a 
refreshing breath of Harriet Martineau and the early nineteenth 
century. Mr. Hutt has no hesitation in going straight to the 
gist of the matter: the efficacy of trade-union action and of 
legislative interference. So sharp and clear a statement of 
the issue is stimulating to meet: there is none of that circum- 
locution and evasiveness which seems to have wrapped up the 
theory of wages in recent years. ‘‘ Workers’ combinations,” 
says Mr. Hutt, “ are impotent to secure a redistribution of the 
product of industry in favour of the relatively poor. Such a 
result cannot be achieved by interference with the value 
mechanism.” Again: ‘the rate of wages which is best for the 
workers as a whole is that which is determined in the free market. 
The main useful function of collective bargaining may perhaps be 
negotiating about things which, unlike prices or rates of wages, 
are not adequately determined by the market process.” The 
only “ exploitation ” that can take place is that of the consumer 
(through a diminution of the national dividend) chiefly in the 
form of “ joint monopolies ”’ of employers and employed to raise 
prices; and to the influence of such monopolies in having 
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“destroyed the sensitiveness of the price and particularly the 
wage system ” is attributed primary blame for “the continued 
appearance of industrial depression in Great Britain.” Collective 
bargaining and measures of “ joint control,” in that they tend to 
facilitate such joint monopolies, represent a retrograde step 
rather than a desirable development. Laissez-faire could hardly 
be more uncompromisingly or vigorously championed. 

In supporting this thesis Mr. Hutt seems much less successful 
than in his statement of it; and one feels that he has reached his 
satisfying conclusion by skipping too lightly over the main issues 
which cross his path. It is easy to postulate a number of several 
equilibria provided one assumes conditions enough; and Mr. 
Hutt, by selecting appropriate assumptions, is able to dogmatise 
about a number of things with an efficient air. At the same time, 
these assumptions are never made perfectly clear: whether he is 
hiding them from himself or only from us, I do not know. But it 
appears that Mr. Hutt adopts the device of assuming the supply 
of capital to be almost indefinitely elastic ; not merely of capital 
in a particular use, but capital in general—or rather, he seems 
to draw no clear distinction between these two senses and to 
execute a skilful jugglery between them. (For instance, what 
relevance has it to the problem of distribution in general to say 
that ‘‘ no factor of production can maintain the co-operation of 
another factor by offering or leaving it an amount of the product 
less than the value of its net product elsewhere’’? Where is 
“ elsewhere ” when one is dealing with distribution in general ?) 
One feels that too little use is explicitly made of the distinction 
between the short period and the long, and that the author 
succumbs too readily to the temptation to resolve all difficulties 
in the infinitely long period. This device enables him hardly to 
notice the problem of the variability (or lack of it) of the forms of 
capital and what Walras called the “technical coefficients ” 
(for instance, his statement that “ the size of the technical unit of 
supply is irrelevant.”’) Moreover, one is led to suspect that the 
category of “the consumer” sometimes plays the rdéle of a 
deus ex machina to resolve the difficulties of final analysis. But 
the interesting theoretical point which Mr. Hutt, I think, success- 
fully establishes is that on these assumptions “ exploitation ” in 
the specific sense of Professor Pigou can only be a local and a 
transitory affair. 

On a number of subsidiary points, supporting his central 
theorem, Mr. Hutt appears to be either too subtle for us or else 
insufficiently subtle for the problem he handles. The question 
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of whether and how a changing marginal utility of income to the 
worker influences the wage-level may be a matter of controversy; 
but to dispose of the difficulty in the following way is hardly con- 
vincing : “It is quite true that the poorer a workman is, the higher 
will be the marginal utility to him of further increments of in- 
come. . .; but whilst it is clear that that will affect the intensity 
or amount of his efforts to get further income, we have no reason at 
all to assume that it will (a) prevent in any way the formation of 
an effective market for his labour, (b) cause an equilibrium in the 
market at a lower rate than would result from the same quantity 
of labour being offered by workers to whom the marginal utilities 
of income were lower.”’ I am not certain what (a) means; but 
the second obiter dictum does not follow if the changed marginal 
utility of income has altered the supply-schedule of labour. It 
is not at all clear whether Mr. Hutt is trying to assert that the 
marginal utility of income to the worker is entirely irrelevant to 
the problem—that it need not be included in the equations at 
all—or merely that it is an independent factor in the situation 
and can be treated as a constant. It is not even clear that this 
distinction is noticed. 

Mr. Hutt seems hardly willing even to admit that the rate 
is indeterminate under conditions of bilateral monopoly. The 
citation from Davenport which he summons in support of his 
view clearly applies to unilateral, not to bilateral, monopoly ; 
and the question in general seems unnecessarily clouded by a 
quibble over Jevons’ phrase that in such a case “‘ political economy 
is silenced.” Nor will Mr. Hutt concede anything on the alleged 
reaction of wages on efficiency, and alleges that ‘‘ in so far as low 
wages are due to inefficiency, the right thing to do is to tackle 
that inefficiency directly,” whatever “ direct’ may mean (if the 
inefficiency is due to under-nourishment, is not the influence of 
higher wages essentially ‘‘direct”?); adding the somewhat 
feeble plea: “if there were anything in the idea, would not 
employers have discovered it?” On pp. 24-25 the author 
seems to score a debating point against Adam Smith only by a 
verbal play on “stock” and “stocks.” And what a strange 
casuistry lies behind the following refutation of Smith’s contention 
that “tacit agreements’ among employers not to raise wages 
(in other words, buyers’ monopoly) does not affect wages: ‘‘ This 
does not lower the price of labour : it simply results in the farmers’ 
demand being somewhat less than it might otherwise be, for the 
shortage of which he complains remains. If he prefers that 
‘shortage ’ to raising wages, presumably the existing rate is the 
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economic one”! On the other hand, Mr. Hutt seems to concede 
more than he need on p. 87 in asserting that in the short run 
(when capital is immobilised) “a labour combination might 
demand and obtain a rise of 50 per cent. in wages and yet the 
numbers employed hardly fall off at all.” This is hardly con- 
ceivable, seeing that the rise of wages would increase prime costs 
and so restrict the margin of profitable production. The short- 
period elasticity of demand for labour can only be taken as less 
than unity on the assumption that the entrepreneur will lay out an 
increased volume of capital (in the shape of circulating capital) 
in face of a diminished aggregate return. Labour under such 
circumstances might swallow the whole product; but the product 


would be a considerably shrunken one. 
Maurice Doss 


Cambridge. 


The World’s Population Problems and a White Australia. By 
H. L. Wixrnson. (P.S. King & Sons. 18s.net.) ~ 


Tuis book seems to have its origin in a feeling that the world 
has a right to know the facts about Australia, a country which 
still enjoys plenty of elbow-room, and that Australians have a 
need and a duty to acquaint themselves with the conditions of 
more crowded peoples. The author devotes his early chapters 
to considering first the ‘‘ over-populated ” continents (Europe 
and Asia) and then the “ under-populated’”’ continents (the 
Americas, Africa, Australia). But what are the tests of over- 
population and under-population? The author has no con- 
sistent tests. Sometimes (e.g. when considering Great Britain) 
he accepts unemployment as a test, ignoring the writings on this 
point of Sir William Beveridge, Professor Carr Saunders and 
others. If this test is valid, Australia herself would appear to be 
an over-populated country! Sometimes he advances the idea of 
the optimum, without analysing it. Very frequently he accepts 
the criteria of American geographers like Professor East, and 
argues according to the rainfall map and soil productivity. In 
the last resort he seems to consider that over-population is relative 
not only to natural resources, but also to the existing economic 
organisation of a country and its conventional standard of living. 
This makes the problem extremely relative, but it is when the 
author treats it in this way that he achieves the most satisfactory 
results. It will be apparent that the book makes no theoretical 
contribution to population questions, and that whatever merits 
it has are descriptive. It contains a good deal of statistical 
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information, culled from Year Books and similar sources, and has 
many interesting maps. It will leave Australians with the feeling 
that they cannot be indifferent to the needs of two countries in 
particular—Italy and Japan. 

A chapter on the technical aspects of migration in the modern 
world makes it clear that the needs of these and similar countries 
cannot be solved by exporting people to food, but must be solved 
by importing food for people. Their problem, therefore, is one 
of production and markets. Mr. Wilkinson would like Australia 
(and other countries similarly situated) to modify their policies 
of economic nationalism, and co-operate with the “over- 
populated ” countries by accepting their goods. He does not hide 
his fear that, unless this is done, war will be in the end inevitable. 

The second part of the book considers, in the light of geography 
and history, Australia’s capacity to contribute to a solution. 
Mr. Wilkinson estimates that Australia should be able to hold, 
at the existing standard of living, something over twenty million 
people. He deals correctly with the economic factors of popula- 
tion increase in Australia, and describes and defends what is 
unfortunately known as the White Australia policy. 

This book will serve a useful purpose in Australia. But 
it covers far too much ground to deal satisfactorily with any of 
the many topics it touches on. The serious student would gladly 
exchange it for a scholarly inquiry into the population questions 
of a single country such as Japan. But it is a welcome sign of 
the growing attention devoted to these questions. 


W. K. Hancock 
University of Adelaide. 


New Zealand in the Making: a Survey of Economic and Social 
Development. By J. B. Conpuirre, D.Sc. (London: George 
Allen and Unwin. 15s. net.) 


“Tr is, unfortunately, only too easy to approach economic 
history by way of politics.”” There have been many books, and 
some quite good books, about Australasian ‘‘ socialism,” but 
Professor Condliffe has achieved something better. He is not 
content to regard New Zealand as a museum of social democracy, 
but makes all the stages of its growth intelligible by explaining 
their relation to a world-economy. He finds his first clue in an 
inquiry into price movements. It was the demand for primary 
products which followed the discovery of gold in Australasia in 
the ’fifties which first set New Zealand on her course as an 
exporting country. It was the flattery of rising prices which 
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tempted her into the boom of the ’seventies, and left her (when 
prices fell) in the depression of the ‘eighties and early ‘nineties. 
And it was the almost uninterrupted favourable movement of 
prices between 1895 and 1921 which conditioned the ‘‘ economic 
revolution ” whereby New Zealand achieved that yeoman society 
which contrasts so emphatically with contemporary Australia 
and the New Zealand of an earlier generation. 

The second clue to New Zealand’s economic history must be 
sought in her economic geography. ‘‘ The whole history of New 
Zealand has been shaped by its isolation, its forests, and its 
mountains.”’ One should add (to drive home the contrast with 
centralised Australia) its rainfall. Professor Condliffe devotes 
the first pages of his book to sketching New Zealand’s economic 
environment, and some of his best chapters describe the processes 
by which the New Zealanders have mastered it. He insists, 
rightly, that it is not legislation, but the successful organisation 
of the primary industries, which accounts for New Zealand’s 
enviable prosperity. The first great successes were won in the 
production of wool, and were due to improvement in pastures, 
attention to breeding, and efficient technical and commercial 
organisation. ‘“ All of the essential features of mass-production, 
usually credited only to the newer factories in America, are to be 
found in a well-organised shearing shed, and most of them antici- 
pated and owe little to Henry Ford.” When the success of 
refrigeration in the early ‘eighties made possible a new sort of 
farming aiming at both wool and meat, the freezing works adopted 
similar methods of high organisation, piece-work, specialised 
labour and grading. And, in the twentieth century, the dairying 
industry improved upon past experience. Its basic unit is the 
family-farm, which sends its products to large mass-production 
factories. The link between the two is found in a well-organised 
system of rural co-operation. In this system the State plays a 
valuable part, by insisting on grading and high standards of 
quality. Professor Condliffe suggests that the educative value of 
this system is perhaps its highest service to New Zealand. 

Having insisted that the governmental policies for which 
New Zealand is disproportionately renowned are of subordinate 
importance, Professor Condliffe is free to do justice to them. If 
one expresses surprise at seeing so wide an extension of State 
paternalism in a country where land and comfort are so widely 
distributed, the answer is, that this “ distributivism ” is less 
than half a century old. Barely fifty years ago, New Zealand’s 
democracy, like Australia’s, was clamouring in vain for land. 














112 THE ECONOMIC JOURNAL [MARCH 


Wool, which in 1880 was the predominant exportable product, 
favoured large-scale ownership. A bad policy of land tenures 
had aggravated the tendency to monopoly. The masses of New 
Zealand were (temporarily) shut out from the land as completely 
as were the masses of Australia. This is the chief reason why they 
pursued similar policies of tariff protection, union organisation, 
industrial arbitration, land taxation and State paternalism. 
It was the capacity of New Zealand to take advantage of rising 
prices by means of the small-farm, large-factory technique 
(especially in the North Island, which has long since made up 
the ground lost in earlier periods of settlement) which eased 
the situation, and slackened the pace of State action. New 
Zealand, unlike Australia, has made a “ get-away.” It had 
become clear before the war that ‘the socialistic impulse had 
been lost, and the subsequent period has seen both legislative 
and administrative revision of the major experiments.” Mr. 
Condliffe, however, insists that these experiments served their 
turn in the economic deadlock which existed in 1890. Govern- 
mental action was not the main cause of the improvement in 
the country’s fortunes, but it helped the country to make the best 
use of its great opportunities. 

The book contains chapters dealing with the economic status 
of the Maoris (a most interesting topic), borrowing for develop- 
ment, the economic functions of government, State regulation 
of wages (which the author defends against its critics) and 
“maternal legislation.” There is also a chapter on foreign 
affairs and a concluding chapter devoted chiefly to New Zealand’s 
educational system. The extreme gloom of this chapter comes 
as a surprise, and makes one wonder whether Mr. Condliffe would 
not have been better advised to keep within the limits of economic 
history. His matter is good, but the reader is unprepared for it, 
since the author has not prepared the bases for a social criticism. 
The defect of the book, indeed, is that it has not been altogether 
fused into a unity. Its chief merits are those of solid scholarship. 
The student will learn more from it than from any other book 
about New Zealand, and it is a real contribution to the economic 


history of the British Empire. 
W. K. Hancock 


University of Adelaide. 
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The Economic Policy of Soviet Russia. By Paut HAENSEL, 
LL.D. (P. S. King & Son. London: 1930. Pp. 190. 
7s. 6d.) 


WHEN still at the University of Graz, in January 1930, before 
leaving for the North-western University, where he is now Pro- 
fessor of Public Finance, Dr. Haensel presented the English public 
with this exceptional summary of Russian affairs. He has con- 
densed an immense quantity of data as it could be done only 
by one who for a quarter of a century has been familiar with 
Russian financial conditions and, what is still more valuable, for 
ten years with the present Communist experiment on the spot. 
Though here and there more recent figures are available, any 
other interpretation of the official material will remain inferior 
to the work of Prof. Haensel, for the obvious reason that none 
of the writers on the subject approaches him as regards know- 
ledge of the intricate background. Therefore everyone who 
attempts to understand what the Russian figures mean ought to 
clear his mind by going through Prof. Haensel’s survey. Even 
where the condemnation of the present régime is in the foreground, 
the admirers of “ efficient intolerance ” will admit the technical 
economic value of the objections. 

The general survey (Chapter I) and the chapter on present 
conditions, about one third of the book, are an unhesitating con- 
demnation of the methods of fanatic force, applied by the present 
rulers without any economic benefit to the country. Many a 
foreigner will blush when reading the succession of paragraphs 
beginning with “‘ a foreigner is told.” 

The chapter on “ Agriculture’ has been superseded, but, 
how far, is still to be seen. The remaining six chapters (“ In- 
dustry,” “‘ Economic Position of the Working Class,” “ Internal 
State Trade,” “‘ Monopoly of Foreign Trade,” ‘‘ Transportation,” 
“ Public Finance,” ‘‘ Currency ’’) will remain less affected by the 
measures taken in the course of this year. 

Very much up to date is Professor Haensel’s view of the Five 
Year Plan. It is well known how anxiously it is viewed by all 
who believe in or disbelieve Soviet orders. Haensel is encourag- 
ing for the believers. To put it in a nutshell, the Five Year 
Plan amounts to a seven or thirty years war against the Russian 
consumer. The progress of industrialisation as contemplated 
is probable, if no internal or international crisis supervenes. But 
the increase of output by fifty per cent. or more in the key in- 
dustries will still leave the Russian people under a régime of 
No. 161.—VOL. XLI. I 
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appalling privation. Hence orders will continue to be directed 
towards the countries which keep on friendly terms with the 
Moscow super-capitalist. 

The compact and fascinating summary of facts and figures 
arrayed under the headings noted above leaves the reader with 
one impression, which seems unanswerable. As far as economic 
considerations go, the communist modus procedendi and com- 
munist economics are impeding, and have impeded the rhythm 
of economic progress, which has been both more rapid and less 
exacting for the majority of the population during the period 
prior to the Great War. 

Therefore nobody should be carried away in favour of com- 
munism on economic grounds. Its economics offer immediate 
economic advantages, to a point, to the Russian industrial workers, 
after all a minority, greater advantages to foreign foremen, 
advisors and experts, and even “ foreign professors (among them 
twenty professors from Germany) at a time when native pro- 
fessors of long standing and experience are deprived in large 
numbers of their chairs ’’; none at all to the great masses of the 
peasantry. 

Every statement contrary to the above-mentioned is based 
either on miscalculation or deliberate trickery, as, for instance, 
the classification of taxes as ‘‘ direct ’’ when actually “ indirect,” 
like the important industrial tax, the calling of whole institutions 
and measures by misleading terms as “ co-operatives,” “ trade 
unions ” and “loans,” the submission that the fixed official 
prices are the real prices and that the chervonets ruble is really 
equal to two shillings. With regard to the prowess of ‘‘ The 
Giant Farm ” displayed on a London film, Haensel refers the 
reader to the Soviet paper information as to the difficulties of 
utilising the 35,000 tons of hay collected on that farm; no cattle 
to consume it on the spot and no transport to convey it where it 
might be useful. 

Haensel’s data do not reach beyond March 1930. The sub- 
stantial part of his argument will, as noticed already, preserve 
its value, but the purely economic approach will not prove more 
effective with regard to Communism than it has been on the part 
of others with regard to Fascism. 

Besides the very substantial economic interests which will 
continue to consider the demand on a large centralised market, 
there is still a potent intellectual interest which proves a real 
support for the present Moscow dictator. The reader who is 
anxious to study the peculiarities and implications of integrated 
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State economics will value the work performed by Professor 
Haensel with regard to the only large-scale experiment of the 


kind. 
A. MEYENDORFF 


The Economics of Forestry. By W. E. Hisy. (Oxford : 
Clarendon Press. Pp. 256. 21s.) 


Tis work forms one of the Oxford Manuals of Forestry, 
and the author, Mr. W. E. Hiley, states in the Preface that it is 
founded on courses of lectures given at the School of Forestry 
and the Imperial Forestry Institute at Oxford. The subject- 
matter dealt with is, says the author, “as yet in an elementary 
stage.” Those acquainted with the various volumes of Schlich’s 
well-known and long-used Manual of Forestry will find some 
difficulty at first in placing Hiley’s Economics ; or, perhaps, in 
admitting to the full that the subject is in “an elementary 
stage.’ On the Schlich Manual analogy this book is a com- 
pound of parts of the volumes on Forest Valuation and Manage- 
ment (III) and Forest Policy (I). As the author says, the book 
is chiefly devoted to a discussion of timber resources and the 
economics of cultivation. There is nothing to cavil at in this 
and the work has been admirably achieved. But the summary 
rejection, in a text-book, of most of the accepted formule appears 
scarcely justified by the following arguments: “ The study of 
Forest Economics necessarilv entails a good deal of mathematical 
calculation. Such calculations involve two processes: firstly, 
the construction of formule, and secondly, the determination of 
values of costs and income which can be inserted in the formule. 
The formule can be deduced from simple mathematical principles 
and, with a little ingenuity, their number can be multiplied to an 
almost unlimited extent; but the determination of the figures 
to put in these formule demands patience and systematic cost- 
ings, and it is in respect of such data that the subject is deficient. 
Those who have had to teach Forest Economics have propounded 
general principles, and beyond this have had little more than 
formule to present to their pupils, so that the subject has come 
to be regarded more as a mathematical exercise than a branch of 
forestry.” I doubt the author finding general agreement amongst 
experts with this statement; but he wishes to break away from 
this tradition; he says he has concentrated upon practical prob- 
lems of forestry and introduced formule only as they are required 
for the solution of these problems. This treatment leads to 


omissions. For instance, he states, “I have said nothing about 
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the selection system of forest management because I have been 
unable to find any reliable data on which to estimate profitable- 
ness under this system; and many of the classical formule of 
‘forest valuation ’ have been omitted.” These are serious omis- 
sions. A very considerable proportion of the forests of the 
British Empire are managed, and will continue for a long period 
to be managed, under some form of selection system. On the 
subject of the formulz the author apparently had some qualms, 
for he writes (p. 5), “ but the omission of some formule which 
may in the future prove to be useful is considered as a lesser evil 
than the inclusion of numerous formule which are not used.” 
But if the student, the forester of the future, is not taught or 
told about these formule “ which may in the future prove to 
be useful,” how is he likely to be able to judge of their subsequent 
value when he in his turn takes up the reins ? 

The fact that the existing methods of forest management 
have been evolved under a system of State ownership has allowed 
foresters, says the author, to adopt a less strictly financial view 
than the managers of other industries. They have been guided 
by social rather than economic requirements, and their policy 
has been determined not by a desire for gain, but by a fear that 
the welfare of peoples might be jeopardised by a failure in the 
supply of forest products, especially firewood (and, he might 
have added, grazing), and by a belief that land which is unsuit- 
able for other purposes should be made as productive as possible. 
The case for forestry has been based on the objective of general 
human welfare rather than financial gain, and emphasis has 
been placed on the indirect benefits which forest maintenance 
often confers. The direct money returns from forestry do not 
give a fair picture of the benefits that are derived from the 
industry, and, consequently, the financial side of forestry has 
been frequently neglected. The public, continues the author, do 
not like to hear about the small rate of interest that can be 
earned in forestry : forest economists are therefore unpopular, and 
have been denied any important share in the determination of 
forest policy, and the study of economics has been treated with 
respect only so long as it remained academic. 

There may be some truth in these contentions if they are 
applied to Great Britain and certain parts of Europe; but their 
application to a great part of the British Empire is quite another 
matter. In innumerable cases, e.g. in certain parts of India, 
even after seventy years of forest conservation, and in many 
parts of the Dominions, Protectorates and Colonies for many 
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years to come, social rather than the economic requirements as 
understood by the author will prevail. The welfare of the 
people will have to be ensured by the provision of those require- 
ments essential to their daily life—tfuel, grazing and so forth— 
and the true financial return from the forest area, i.e. the forest 
economics of the area in their truest sense, will be the deciding 
forest policy. Timber forests and timber finance are very far from 
being the only raison d’étre of a true forest policy for the British 
Empire. A reference to the Linlithgow Report of the Royal 
Commission on Agriculture in India, 1928, would have displayed 
this fact to the author. 

This text-book must therefore be regarded as more strictly 
applicable to the forests in certain parts of Europe (the author 
gives Finland a rather disproportionate place), and perhaps 
certain of the larger timber forests in the tropics, than of any 
general utility in the management of the greater bulk of the 
forests of the British Empire. : . 

As regards the profits in forestry (the ugly word “ profitable- 
ness’ is used throughout the book), instead of the usual method 
of estimating either the rent on the land to which the returns 
from forest cultivation are equivalent, or the rate of compound 
interest which such returns represent on the capital invested, 
a new method is introduced. This estimates the actual cost 
of production per cubic foot of timber trees of various species 
and sizes when certain rates of interest are charged on capital. 
The method is new, and, as the author admits, “‘ too new to have 
been employed very widely even in this volume.” 

The book is divided into two parts, the first dealing with 
Timber Supply, Consumption and Price; the second with the 
Profitableness (or, better, Profits) of Forestry. 

The author marshals his facts, based on Board of Trade 
statistics for various parts of the world and on those from other 
authors, very well and sums up the differences between various 
estimates of World Supplies—differences often due to the care- 
less employment of the terms “gross increment” and “ net 
increment.” He points out that little reliability can be placed 
on the “ guess ”’ estimates of the volumes present in the tropical 
forests of the world; though he agrees that Fraser Story’s estimate 
of the volume of timber in the N. Russian forest area is faulty— 
and this is the opinion of several eminent Russians as well. 

But from the Empire point of view it must be repeated that 
this Part lays too great an insistence on Timber (including pulp, 
etc.) as the chief raison d’étre of a forest management or a forest 
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policy, and that thereby the true finance of the Empire forests ig 
left out of all account and a distorted impression of the position 
thus given. 

In Part II, the Profits of Forestry, the author divides his 
subject into: The Rate of Interest, Cost of Forest Operations, 
Income from Forestry, Methods of Estimating Profitableness in 
Forestry, Financial Analysis of a Money Yield Table, Cost of 
Producing Timber, Comparative Profitableness of Various (Euro- 
pean) Species, the Influence of Profitableness of Quality of Site, 
Density of Planting and Thinning Grade, the Financial Rotation, 
and the Economics of Sustained Yield: with some Appendices, 
including Compound Interest Tables, Yield Tables from British, 
Continental and American sources. 

The omissions, deliberately made, from this part of the book 
have been already commented upon. The Part is perhaps unduly 
stressed by the fixed and rather rigid idea of the paramountcy of 
the financial factor in Forestry. Want of space must preclude a 
detailed analysis of the various chapters in which the author 
displays care and ability. One point, however, should be made. 
In Chapter VII, under Method of Costings, it is said, “‘ the method 
of costings is now employed throughout all modern business 
administration.” This is true, but in Forestry it should be 
introduced with discretion. After the War, in several big forest 
undertakings in India the Department was told to introduce 
systems of costings on purely business-like lines—just as if the 
Forest Department with all its greatly varying work and duties, 
some by no means introduced to produce a direct monetary 
return as in the case of a big commercial business, could show 
accounts of this type as a purely financial concern. Great 
modifications had to be introduced into those costing accounts. 
The author’s examples are chiefly confined to Europe, and 
mainly to areas under afforestation, e.g. Britain. A single 
division in India would have shown a different state of affairs 
and would have introduced serious complications into the Costing 
Accounts here given as illustrations. 

It is somewhat difficult to adjudge the position this book 
may take in forest education. The failure to recognise the 
enormous importance of the indirect values of the bulk of the 
forests of the British Empire and the omission of all treatment 
of the selection system seem to point to its limitations as a 
text-book. 

E. P. STEBBING 

University of Edinburgh. 
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The Reclamation of Exmoor Forest. By C. 8. Onwin. (Oxford 
University Press. Pp. 172. 10s. 6d.) 


Ar the Meeting of the Council of Agriculture in October 1930 
the President-Elect of the Royal Agricultural Society commented 
upon the fact that many people nowadays, with no pretensions 
to actual practical knowledge, proffered advice on agricultural 
matters. He pointed out that-it was dangerous to argue, as 
many do, that because a scheme or method had been a success 
or failure in some part of the globe it must equally prove a suc- 
cess or failure in Great Britain. British farmers have been told 
that they should study and copy methods in force on the Con- 
tinent of Europe, in Australia or America, North and South, and 
even as close as Ireland, quite irrespective of the fact that in 
every country, and often in certain definite parts of a country, 
a special form of cropping has been developed by trial and error 
best suited to the existing conditions. Those who have given 
thought and practical study to the matter are aware that the 
same applies to forestry; much money has been frittered away 
in different parts of the world by the introduction and planting 
of species which have proved failures, economically, in their new 
environment. The “ get-rich-quick” theory is as impracticable 
in agriculture and forestry as in other walks of life. Both re- 
quire sheer hard work, practical local knowledge and great patience 
to achieve successful results. 

As an example of perseverance, trial and error, and ultimate 
achievement, it would be difficult to find a more fascinating 
record than the story of The Reclamation of Exmoor Forest. In 
order to understand the magnitude and extent of the Exmoor 
reclamation it is necessary to realise the progress of agriculture 
in England. This is well epitomised by the author in the fol- 
lowing :— 

“The making of the land of England has been, for the most 
part, a slow and often a painful process. . . . ‘ Land’ was added 
to ‘ land,’ and ‘ furlong’ to ‘ furlong,’ to provide sustenance for 
the self-sufficing local communities which went to make up the 
nation before the dawn of industrialism and the advent of farming 
for profit. 

“‘ With the spread of the inclosure movement and the allot- 
ment of the common lands in the later eighteenth and early 
nineteenth centuries, coinciding as these changes did, very largely, 
with a prolonged spell of high prices for agricultural produce, 
consequent on the disturbed state of Europe and the demands 
of the growing urban population, the reclamation of the waste 
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lands of England came more and more to be dictated by the 
chances of profit, and to depend less and less merely upon the 
needs of an increasing rural community. No doubt the two 
processes went on simultaneously, the small, slow, and laborious 
inroads into the wild by the peasant cultivator seeking to in- 
crease the family food-supply, of which ocular demonstrations 
are provided in every hill-district of England, and the larger, 
more ambitious, better-directed schemes of the greater landlords 
for the exploitation of large areas formerly regarded as below 
the margin of profitable cultivation; but it was through the 
latter, rather than the former, that production from the soil was 
made to keep pace during, say, the century following the year 
1750, with the need created by the rapid development of a great, 
non-agricultural, consuming class. In very many districts large 
areas of heath and moorland were brought into cultivation, and 
in others the drainage of tracts of water-logged land put a great 
acreage of potentially fertile soil under the plough. The increase 
and spread of knowledge of new methods of cultivation, of new 
crops and of engineering, leading to drainage and to the succes- 
sive steps of paring and burning, of claying and marling, root- 
growing and sheep-feeding, and to the four-course system of 
farming, perfected, in Norfolk, by the invention of the drill and 
the horse-hoe and the use of crushed bones and rape-cake, to 
which the economic conditions generally prevailing applied the 
stimulus of self-interest—all these things combined to bring 
about results, during this period, which have no parallel in agri- 
cultural history before or since.” 

Amongst the great reclamation works undertaken, the names 
of the Dukes of Bedford are connected with the drainage of the 
Ouse Valley, and Coke of Norfolk with the great agricultural 
estate at Holkham made out of land where formerly there was 
only ‘‘ one blade of grass and two rabbits fighting for that.” In the 
words of the author: ‘ It comes with something of a shock to 
realise how recent, historically, most of them (i.e. reclamation 
works) are. . . . Roads, fences, drains, ploughland, grassland, 
woodland, homesteads and cottages, all of which are accepted 
to-day . . . owe their being, in many cases, to the courage and 
enthusiasm, no less than to the business acumen, of landlords 
and farmers hardly a hundred years dead.”’ Of course there are 
parts of England to which such a statement does not apply, 
areas which have been in much the same condition (grasslands 
and woodlands) for over a couple of centuries and more, with 
farmsteads or small manor houses and cottages all of one age. 
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The end of the eighteenth century was a period of general 
agricultural improvement, the Board of Agriculture being in- 
stituted about 1791. The Reclamation of Exmoor is mainly 
the history and work of John and Frederick Knight, father and 
son, between 1815 and 1897. 

Previous to the Act of Inclosure, 1816-1819, Exmoor was a 
Royal ‘‘ Forest,” though there were few trees (thirty-seven in 
number only), the area being mostly utilised from a long period 
back for summer grazing, and having the usual claims to rights 
of fuel, local grazing and so forth over it. A local proprietor, 
Sir T. Acland, had a lease of the forest and owned the tithes, 
and a few other proprietors had special rights to parts. The 
Commissioners of Woods, Forests and Land Revenues had been 
appointed by Act of Parliament in 1810, and when Inclosure 
was determined upon they were appointed to make a survey of 
the forest, and presented their report in June 1814, just prior 
to the termination of the Acland lease. One of the clauses re- 
lating to the King’s Claim is of considerable interest, indicating 
that afforestation was in the forefront at this period. It reads: 
“ Such Allotment, or such portions thereof, as may be found to 
be adapted to the growth of heavy timber, to be afterwards ap- 
propriated for that purpose, or to be disposed of by Sale, and 
the money appropriated to the purchase of other land for the 
growth of such Timber, as may be then considered to be ad- 
visable.”” On the Inclosure being sanctioned, the division was 
made: the King twelve twenty-seconds, Acland one-eighth, 
leaving about one-third for the other parties. The total area 
of the forest was 20,122 acres. The final award was made in 
1819, and Exmoor ceased from that date to be a Royal forest. 
John Knight of Worcestershire purchased the King’s portion of 
the forest, and subsequently acquired several of the other parts. 
Mr. Knight paid £50,000 for the 10,000 acres of the Crown’s 
property. Acland and Lord Fortescue also made bids. It is of 
interest to note that the descendants of Acland and Lord Clinton, 
one of the other proprietors with claims, have been prominently 
associated with the present-day afforestation work in Great 
Britain. Except for one small farm at Simonsbath, built about 
1654, the 20,000 acres of Exmoor were at this time a complete 
waste, untouched by man. Except for the one farmhouse, there 
was no habitation on the area, which was only traversed by a 
few ancient tracks. There were no fences, the boundaries being 
marked by stones, barrows, trees, streams and so forth; more- 
over, it was extra-parochial, and except for the Swainmote Court 
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and the Innkeeper’s licence, held by the tenant of the farm, there 
was a total absence of social institutions. 

Those who motor through Exmoor nowadays will see very 
different conditions, and it has been the object of the author to 
trace how these conditions have materialised. And fortunately, 
though not complete, sufficient data were extant to provide the 
author with a drama of vivid interest, whilst at the same time it 
portrays the landlord, farmer and agricultural worker at their 
best, in a fight with inclement and, to some extent, unknown 
conditions. 

John Knight also treated for the mineral rights, and these 
were granted by the Crown, although they were not actually 
conveyed till 1855 to his son. The family of Knight had been 
iron masters in Worcestershire and elsewhere for over two cen- 
turies, and F. Knight, at a later stage, spent a good deal of money 
in endeavouring to develop the iron ore deposits on Exmoor, 
but without success, as the deposits were not workable at a profit. 
At the time of Knight’s purchase the only value of Exmoor lay 
in the summer grazing, and from Lady Day onwards in every 
year flocks of sheep to the number of many thousand head had 
converged on Exmoor from more than half a hundred parishes 
in North Devon, for pasturage on the summer grass. 

For those who wish to follow stage by stage the development 
of the work on Exmoor a perusal of the book is necessary. Here 
a brief summary will be attempted. The first period relates to 
the years 1820-1841. Briefly during this period John Knight 
attempted to exploit the property at first hand. He did not 
contemplate the creation of tenant farmers holding their farms 
from him. As the land came under cultivation the necessary 
buildings for live and dead stock were erected, but no farms were 
carved out and let to tenants. As for reclamation, he believed 
that large portions of the forest lying on the southern slopes could 
be brought under the plough, and he persisted in the attempt 
to establish something like the four-course system of farming 
long after it had been shown to be a failure. In other words, 
he endeavoured to farm at an elevation of 1200 ft. on the same 
lines as he had farmed in the Midlands at a little above sea-level. 
The steps by which he proceeded to convert land in a state of 
Nature into tillage were skilful and economically sound, but he 
failed to realise that he should have evolved a suitable crop rota- 
tion. As regards the grazing areas and those he was not ready 
to till, he sought to increase the value by the importation of live 
stock of other than the indigenous breeds, and particularly by 
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increasing the cattle stock. Important results matured at a 
later date from the varieties of sheep he imported, and he origi- 
nated the business of summering cattle from the lowland districts, 
which ultimately grew to very considerable proportions. But 
his mistake was to have made no effort to colonise the forest 
during the period. By 1842 he had built two farms and about 
eight cottages, and had only two tenants, the innkeepers at 
Simonsbath and Red Deer. In 1820 the only residents on Exmoor 
were a family of five at Simonsbath. The number had but little 
increased by 1842. 

In 1841 John Knight gave up the management of the forest 
to his eldest son, Frederick, and retired to live in Rome, where 
he died in 1850, though his interest in Exmoor never flagged. 

The next period, 1842-1850, was marked by a definite change 
in policy. F. Knight determined to erect farm buildings ‘and 
secure tenant farmers at low rents, the lessees of necessity being 
strangers to the conditions—mostly coming from, Wiltshire and 
Dorset at the start, being tempted by the low rents and the fact 
that there were no parochial rates to pay. It is of interest to 
note that even at that day the use of home-grown timber in the 
construction of the houses was forbidden by Knight. “ No 
English Fir for me,” he wrote in one of his building specifications. 

To assist him in his new projects, Knight secured the services 
as agent of Robert Smith, appointed in 1848. Smith took over 
a new farm, Emmett’s Grange, of 670 acres, which he occupied 
as an ordinary tenant. Smith came from Lincolnshire, where 
he had made a great reputation as a practical farmer, and was a 
Member of the Council of the Royal Agricultural Society. He 
contributed papers to the Journals of several Societies, based 
upon his own practical experience. Smith divided the land on 
his farm into three categories: (1) the hill-top and other rough 
land to be used as summering for young cattle, store sheep, colts, 
ponies, etc., to be subsequently improved by surface drainage ; 
(2) the portion lying immediately below the rough wet ground 
or situated on a southern aspect, to be utilised as arable land; 
(3) the low-lying flats and marshes in valleys and on portions 
of adjacent hillsides, to be laid out for pasture and water-meadows. 

The laying out of the farms had made the cost of fencing of 
the new inclosures a serious one, and the tenants were now made 
responsible, the materials being given; the tenant had to cart 
materials and build the fence, being allowed six shillings per 
chain from his rent for all fences built. The fences were earth 
banks faced with stone on each side to a height of 4 feet, and 
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finished with two grass sods, making the fence full 6 feet high, 
It was then planted with a double row of beech plants upon the 
crown, protected on either side at first by ‘‘ wreath,” and later 
by strands of wire. A nursery was for long maintained on the 
estate to grow the beech plants required for the fencing. By 
this time plantations were also being formed to provide shelter. 
In 1850 no less than £16 were paid for beech nuts. 

As regards the treatment of the land when broken up, the 
methods adopted varied. The ground was broken up by bullock- 
and horse-team ploughs, steam being utilised later. Lime was 
a great factor. A great many experiments were made in the 
treatment of peaty lands. Costs are given showing the expense 
incurred by the various treatments, for which reference must 
be made to the book. 

To Gerard Spooner, who had the Wintershead farm for six 
years, is due the credit of having introduced during this period 
a system of farming on the forest which, although it fell into 
abeyance after his departure, was revived twenty years later, 
and is now the most permanent and important feature. Spooner’s 
farm was occupied as a Scotch sheep farm, with flocks of Cheviots 
and black-faced sheep. “It is well known that the Cheviots 
thrive best where the grass is green; the black-faced will do 
where there is little but heather. This tenant, who has Scotch 
shepherds and Scotch collies, is endeavouring to introduce the 
Scotch system of selling his lambs every year in the autumn. 
The total ignorance of the surrounding people of the existence 
of any sheep except their own native breeds is a great obstacle 
to this plan, but if it succeed it will be a capital thing for the 
country.” Knight was much interested, as he had still some 
6000 acres of open land unoccupied. The plan did not meet 
with success at the time, but, as has been said, proved a marked 
success when revived. And descendants of some of the old Scots 
shepherds still reside on Exmoor. 

Smith had soon recognised the impossibility of growing wheat 
and barley on Exmoor. He realised that the development of 
farming there depended on intensifying its long-established 
capacity to carry stock. Thus root-growing with rape and rota- 
tion grasses became the main objectives. Oats were only grown 
to be chopped as winter feed for horses and cattle (see pp. 74-77 
for Smith’s methods). Dairy-farming and cheese-making were 
tried, but ultimately given up. By 1850 the forest must have 
presented a pleasing sight. All down the valleys were the signs 
of activity: inclosures being fenced, buildings being erected, 
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plantations being made, and the plough teams breaking up the 
soil. There were many ups and downs, however, during 1851- 
1866—farms being given up by tenants, and failures, with some 
cases of litigation. Knight developed a policy of keeping certain 
farms in his own hands, since this was necessary to the fattening 
out of the produce of his own flocks. The high-water mark of 
the progress in reclamation and farming had been reached by 
about 1880. F. Knight had lost his only son in 1879, and it is 
said that from that day he worked his steam ploughs no more. 
By this time the forest had settled down to a state of more or 
less stabilised agriculture. Exmoor had been made into a parish, 
a church built and a curate appointed. At the time of Knight’s 
death (he was an M.P. and had been made K.C.B.), some three 
hundred people were settled on Exmoor. He had sold the re- 
version of the estate to Lord Fortescue. The latter had more 
fertile and lower lands in the neighbourhood, where he could 
winter his own stock. So the last phase in the policy of Exmoor 
has been to let off all lands for which tenants could be found and 
to apply to Exmoor, except for the great sheep-ranching enter- 
prise which has originated from Spooner’s first example, the 
traditional principles of English estate management. 

Much more could be written on this wonderful piece of work. 
To the forester it will be of interest to know that the plantations 
formed by Frederick Knight were bought and felled by Govern- 
ment during the Great War. 

Summing up the work of these pioneers, the author says, 
“ Without doubt the reclamation of the forest by them was one 
of the greatest achievements, of its kind, that the nineteenth 


century has to show.” 
EK. P. STEBBING 


An Economic History of Great Britain: The Early Railway Age, 
1820-1850. By J. H. CuapHam, F.B.A. Second edition, 
25s. 


Tue first edition of this book was reviewed in the Economic 
JOURNAL of June 1927. No important changes are made in the 
text of this new edition; butina brief Preface, Professor Clapham, 
replying to the criticism of Mr. Hammond, that he had formed a 
‘* happy impression ”’ of the period, still maintains that “‘ excessive 
concentration on the shadows of the historical landscape has led 
historians to ignore the patches of sunlight.” 
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The Age of the Chartists: a Study of Discontent, 1832-54. By 
J. L. Hammonp and BarsaraA HamMmonD. (Longmans, 
Green & Co. Pp. 386. 12s. 6d. net.) 


To students of social history the publication of Mr. and Mrs, 
Hammond’s book is an event of first importance; for the inter- 
pretation of industrialism given in their earlier works is here 
extended to the period between the Reform Act and the outbreak 
of the Crimean War. The book differs in some respects from its 
predecessors. Much more detailed information is now available 
than when the pioneer “ Labourer ” volumes were being written ; 
and the later period, with its wealth of official and unofficial 
inquiries, is more susceptible of statistical treatment. Generous 
concessions are made to those who hold that the Industrial 
Revolution increased, and did not decrease, the material welfare 
of the masses; and if the controversy as to what really happened 
to wages and conditions of labour is not finally composed, its 
limits are now more closely defined. 

But to agree that the wage-earners were not in worse economic 
circumstance is not to admit an improvement in the quality of 
their life as a whole. Mr. and Mrs. Hammond make extensive 
use of the statistical evidence; but, unlike the economic ‘‘ osteo- 
logist,” they are dealing, in the main, with imponderables. Their 
concern is with the problem of discontent, and discontent is 
subjective. They traverse a region where historical imagination 
and insight into the minds of the workers are of more account 
than economic analysis or facility in the handling of numerals, 

The problem they set themselves is to explain the unrest of the 
second quarter of the nineteenth century. Discontent was, no 
doubt, common in earlier generations, but it did not knock so 
loudly at the door of privilege ; it was not so organised or so 
sustained. Possibly the more acute manifestations of the later 
period are partly to be explained, as the authors admit, by the 
improvement in the standard of life, for it is rarely the very 
poor who rebel; possibly it was that the rise of education and a 
provincial Press enabled the workers to voice grievances that had 
not hitherto been made explicit. But convincing reasons are 
given for the belief that there were other elements in early nine- 
teenth-century society that made the wage-earners conscious, as 
never before, of their inferior status. 

An early chapter is given to social life under Greco-Roman 
civilisation, when, it is argued, the edge of the class struggle was 
blunted by traditions of civic beauty that were not confined to 
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the rulers, by an efflorescence of voluntary associations, and by 
a common enjoyment of things of the spirit. Against that 
morning sky the chimney-stacks of nineteenth-century industrial- 
ism stand out bleak and grim. A new population was being 
drawn from the country to the towns, and the squalor—emphasis 
is rightly laid on this—was enormously intensified by the Irish 
influx. The institutions of local government, both before and 
after their reform, are subjected to close scrutiny, and the medi- 
cine of the new Poor Law is carefully analysed. There follow 
graphic accounts of the physical appearance and insanitary 
conditions of the new towns; of the loss of playgrounds; of the 
consequences of the Beer Act of 1830; of the facilities for educ- 
ation—a long chapter concerning controversies, the echoes of 
which still ring; and of the inadequacy of the contribution of the 
churches to the task of civilising the industrial classes. 

Of Chartism itself relatively little is said, for the melancholy 
story of bad leadership has already been told often enough. But 
the movement is treated broadly as the protest of the English 
poor ‘‘ against the place they occupied in the raw industrial 
settlements spreading over the North and the Midlands.” The 
class-conflict of the ’fifties was less acute than that of the ’thirties, 
it is suggested, partly because of the decline of the hand-loom 
weavers, and partly because of a “ general civilising movement.” 
It was distracted, moreover, by a cross-current arising from the 
quarrel between the manufacturers, supported by the Non- 
conformists, and the landlords, supported by the Church, con- 
cerning the Corn Laws and the Ten Hours Bill. A purely econo- 
mic phenomenon which must have tended to the same end was 
the improved trade that followed the upward movement of 
prices; but of this nothing is said. 

The period under review was not one of what Gissing called the 
sunny patches of the world’s history. Puritanism still cast its 
long shadow over the workers, and individualism, on the whole 
a salutary force in business, exercised in other fields a blighting 
influence. The arts of government develop less rapidly than the 
applied sciences; and, at this period, the forward rush of in- 
dustry was not matched by a corresponding advance in the 
technique of control. Mr. and Mrs. Hammond lay stress on the 
ease with which the successful industrialists escaped to the 
country and founded territorial families: their wealth was not 
available for the adornment of the towns from which it was 
drawn; and thus, for the workers, ‘‘ essential instincts were 
left unsatisfied.”’ 
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The book is at once scientific history and high art : it abounds, 
as might be expected, in swift phrases and pregnant reflections, 
“A bad beacon, he was an admirable searchlight,” could hardly 
be bettered as a summing-up of Edwin Chadwick, administrator 
and investigator. But the temptation to quote must be resisted. 
Only one minor error of fact—a confusion (on p. 346) of the firm 
of Mather and Platt of Manchester with that of Hibbert and 
Platt of Oldham—has been detected in this scholarly and illu. 
minating volume. 

T. 8. AsHTon 
The University, Manchester. 


Women Workers and the Industrial Revolution. By Ivy Prncu- 
BECK. (London: George Routledge and Sons. 1930. Pp. 
342. 15s.) 

Miss PrIncHBECK’s book gives an extremely valuable and 
detailed insight into the position of women in agriculture, industry, 
mining and trade in the period from the middle of the eighteenth 
to the middle of the nineteenth century. Not least interesting 
are some of the incidental examples which she has brought to light 
of the enterprise of business women in such unexpected professions 
as those of bone-setter, maker of anatomical stays and stage-coach 
proprietor. 

Most of the book is, however, concerned less with such intriguing 
curiosities than with the fortunes of the ordinary woman worker 
in town and country. During the upheavals of the Industrial 
Revolution, as later, it appears, women’s labour was chiefly im- 
portant as a kind of supplementary reserve in agriculture and 
industry, eking out family earnings where the man’s wage was 
insufficient, and finding employment where men could not or 
would not go. In agriculture, for example, we meet first the cot- 
tager’s wife, keeping pigs and geese and poultry on the commons; 
then (after the loss of the commons) the woman day labourer 
working in gangs or under the bondage system; and finally the 
rate-supported wife of the old Poor Law, destined once more to be 
flung back on the labour market after the 1834 Act. 

In her chapters on industry Miss Pinchbeck deals in detail with 
the textile trades, with mining and with the smallerdomestic trades 
such as glove-making, straw-plaitingand button-making, and shows 
how, when the basis of these industries was undermined by the 
coming of mechanical production, it was where men were too 
conservative or too resentful of discipline to accustom themselves 
to the new conditions that women found employment in the 
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factories. Victorian prejudice, it is true, preferred that women 
should lose their means of living rather than leave their homes to 
go out to work; but, fortunately for the women themselves, the 
defenders of nineteenth-century feminine virtue were not suffi- 
ciently interested in the working class to press far the attempt 
wholly to exclude women from factory employment. And 
there were others for whom the appearance of women in the fac- 
tories was hardly less fortunate. Women spinners, we learn, 
stimulated the industry of the child piecers employed to assist 
them by the promise of marbles and tops instead of by the 
customary beatings. 

The book makes it clear that the larger problems of women’s 
work and employment were never clearly conceived in the 
Industrial Revolution. How far did women’s earnings in the 
long run merely reduce, when they were intended to supplement, 
the wages of their husbands and fathers? How could the single 
woman and widow live in competition with the married worker 
whose earnings formed part only of a family total? To~these 
questions theory gave no answer. One fact, however, stands out 
clearly from Miss Pinchbeck’s story. The dependent family is 
in the main a nineteenth-century creation. According to a 
contemporary report of the early nineteenth century, a wife ‘‘ who 
is no longer able to contribute anything to the general fund of the 


family sits down .. . in a kind of despondency . . . conscious 
of rendering no other service to her husband, except the mere care 
of his family.” 


Miss Pinchbeck’s book is difficult to summarise, for the author 
has written scarcely a sentence that does not make some definite 
contribution to our knowledge of her subject; but it combines in a 
way that is by no means common the qualities of a work of first- 
rate scholarship with those of a vivid human document. 

BaRBARA Wootton 


Illustrations and Proofs of the Principles of Population. By 
Francis Priace. Introduction and critical and textual 
notes by Norman E. Himes. (London: George Allen 
and Unwin. 1930. Pp. 354.) 


THis volume, we are told in the Introduction, is the first 
re-issue of the only substantial work that Place ever wrote. It 
contains his contribution to the Malthus—Godwin controversy 
and his own constructive proposals for the solution of the problem 
of over-population. 

No. 161.—VOL. XLI. K 
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A considerable portion of the book deals with the attack on 
the Principle of Population, in which Godwin cites the experience 
of Sweden, of the United States of America and of the British 
Isles. The population of Sweden, in spite of the most favourable 
conditions, does not increase; if the population of America has 
increased, it has been by immigration, not by procreation; the 
British clearly do not multiply, since the country maintained a 
population of ten million souls as long as five centuries ago. All 
these contentions Place refutes carefully, painstakingly and in 
great detail. He counters the “favourable conditions” of 
Sweden with lurid accounts, taken from responsible eye-witnesses, 
of the poverty and distress that prevailed in the country. The 
American claim he demolishes by an ingenious marshalling of 
shipping statistics, which prove conclusively that little over one- 
fifteenth of the number of immigrants claimed by Godwin could 
have landed in American ports. A historical review of the 
conditions of England from the Roman invasion to the “‘ present 
time ” disposes of the contention that the British Isles supported 
a population of 10,000,000 five hundred years before. As for 
Ireland, with her mud cabins, potato gardens and squalid, 
teeming population, she “furnishes proofs in refutation of every 
one of Mr. Godwin’s positions, of Mr. Booth’s dissertation and of 
all the writers who have attempted to disprove the principle of 
population.” 

The principle of population is vindicated, but Place parts 
company very decisively, if reluctantly, with Malthus, who had 
laid himself open to the charge of prejudice in favour of the rich. 
Malthus’ ‘‘ Law of Nature, which is the Law of God,” the attitude 
which would deny the poor man a right to subsistence when his 
labour will not fairly purchase it, and the suggestion that parish 
aid should be refused to the children of paupers who marry in 
defiance of warning, rouse Place to serious indignation. Malthus 
does not know the people, their views, their trials, their hopes 
and fears. Place describes his own knowledge, born of experience, 
in a charmingly unassuming passage which alone would have 
made the chapter worth reading. The people have just cause for 
complaint: their exclusion from thefranchise, the burdensome taxes 
on necessaries, the iniquitous laws of settlement, the Corn Laws, 
the press gang. The need for reform is urgent, but reform alone 
will not serve. Population will continue to press on the means 
of subsistence, until people have learnt that their own shiftless 
over-stocking of the labour market is the great obstacle to pros- 
perity. If one-hundredth or even one-thousandth part of the 
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pains taken to teach dogmas were devoted instead to the teaching 
of this truth, a great change for the better might be expected. 
This teaching to be successful must be done without airs of 
superiority or dictation, without appearance of cant. Place will 
have none of Malthus’ prudential restraint by postponement of 
marriage. He considers it impossible of achievement and, were 
it practicable, would deplore its effects. He urges early marriage 
in every class of life, combined with preventive measures to 
limit the size of families, and he is convinced that if his advice is 
taken, the country will attain an increase in wealth, strength and 
wisdom far beyond any which has hitherto been known. 

The volume contains, in addition to the text of the ‘‘ Illustra- 
tions and Proofs,’’ a number of letters addressed by Place to the 
Press and to private correspondents. The Editor adds that there 
are many others more interesting which he was tempted to insert 
but held over for his forthcoming history of the movement. In 
a short appendix on Malthus’ attitude towards Birth Control, Mr. 
Himes points out that Malthus never took the trouble to answer 
Place, or to notice the sober and damaging criticism received at 
his hands. Here lies Malthus’ failure as a social philosopher. 
“ Fortunately where he failed, Place succeeded. Malthus’ 
limitations created Place’s opportunity.’’ The editorial Intro- 
duction contains an able review of the movement, and Mr. Himes 
deserves our thanks for bringing Place’s work out of its ‘‘unmerited 
obscurity ” into the light of day. 

H. REYNARD 


The Life of Robert Owen. By G. D. H. Cote. (London: Mac- 
millan & Co., Ltd. Pp. x + 350. 12s 6d.) 


Mr. Cote at his most readable, and a subject which repetition 
can hardly stale. The life of Robert Owen has been told so often 
and so well that anyone who looked to this volume for fresh 
information would assuredly be disappointed. But Mr. Cole’s 
angle of observation is peculiarly his own, and even as a biographer 
he remains a propagandist. With the view that Owen was the 
greatest figure in the early development of British Socialism, 
and that he prepared the way for the great working-class move- 
ment of co-operation, no one will venture to quarrel, but when 
Mr. Cole asserts that Owen founded the modern Trade Union 
Movement, many readers will not go with him. 

The book contains two excellent chapters on “Ideas in 
Education ” and the “ First Factory Act.’ The critics, we are 


told, have done less than justice to Owen’s views: he did not 
kK 2 
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believe that all men were alike or equal, nor claim that they can 
be moulded by training into a uniform pattern. But he held 
very strongly that every child can be trained to good citizenship 
and that societies collectively are the product of existing forms of 
training and social environment. 

Owen’s scheme of co-operative villages met with even less 
justice than his educational ideals at the hands of his contem- 
poraries and of posterity. The debt of the Garden Cities to the 
co-operative village has never been acknowledged. And as a 
method of dealing with unemployment and an alternative to poor 
relief, Owen’s plan was not only sound but much in advance of 
the age. His views on the post-war problem of unemployment, 
on the displacement of men by machinery, on falling prices and 
wages and declining markets, are acute and far-sighted, and might 
almost apply to the situation of the present day. He attributed 
much of the prevailing distress to the fact that the workman’s 
wages were too low to allow of effective demand for the commodi- 
ties produced by him in such abundance. As a manufacturer 
and practical man Owen appreciated the importance of machinery 
and the inevitability of its extension : as a social philosopher he 
insisted that society could not leave the matter there. 

The villages of co-operation, proposed originally as a panacea 
for the relief of destitution, broadened out into a general plan of 
social organisation. Mr. Cole describes the fatal moment in 1817 
when, ‘“‘ for reasons which remain obscure,’”’ Owen launched his 
denunciation of all religions, thus antagonising the forces of 
established religion and placing insuperable obstacles in the path 
of his cherished plans. From that moment Owen lost “ that 
firm grasp of the world of fact which had made him the greatest 
practical social innovator of his day.” He “‘ went a little mad ” 
and “ went on getting madder to the end of his days.” Until 
then he had been “ a great reforming man of business,” making 
money, Mr. Cole suggests, almost against his will; now he became 
apparently a prophet and a visionary. What seems to emerge, 
probably against Mr. Cole’s will, is that so long as Owen remained 
a man of business, with a solid background to his ideals, he 
rendered invaluable service. When he left his moorings to 
become a Socialist he also became a visionary, and though he 
continued to wield enormous influence, though his name long 
remained one to conjure with, he ceased to achieve any practical 
results. This is, of course, hardly the conclusion that the writer 
would wish his readers to draw, but it emerges very clearly from 
his excellent summary. There is not a dull page in the book, 
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which is only occasionally marred by the cynicism which Mr. Cole 
keeps for certain classes of the population. If it is not the last 
book that will be written about Robert Owen, it is at any rate one 
that will hold the interest of the student of to-day. 

H. REyNarD 


Max Weber: the Protestant Ethic and the Spirit of Capitalism. 
Translated by Taxtcotr Parsons, with a Foreword by 
R. H. Tawney. (Allen and Unwin. 10s. 6d.) 


WEBER’S essay appeared originally in 1904; and it is a real 
advantage to have it in English at last, and translated so well. 
On its appearance it had the good fortune of initiating a discussion 
of the greatest importance as to the origins of capitalism, and one 
which has been going on ever since. It was remarkable alike as a 
contribution to the sociology of religion, to the history of capital- 
ism and for the conception of history and the part played in 
historical causation by economic factors. ; 

His thesis is by now well known. Mr. Tawney, who has been 
mainly responsible in this country for introducing us to this 
discussion, writes in his Foreword: “The question which Weber 
attempts to answer is . . . that of the psychological conditions 
which made possible the development of capitalist civilisation.” 
Weber’s answer was, roughly, that the ethical teaching of 
Protestantism, particularly of Calvinism, was the chief factor in 
enabling the spirit of capitalism to develop and gain full sway in 
modern society. That is to say, that Weber’s conception of his 
task was from the first to investigate the ideal factors at work in 
the process; he defines and redefines his purpose (more especially 
in the notes which he added later, and are as valuable as the essay 
itself) as that of following out one line of inquiry in a complex 
web. He was concerned with the subtle affiliations of religious 
belief to economic activity, and not with the influence of the latter 
upon belief. Thus restricted his thesis becomes less exceptionable ; 
though its bias precludes it from being a complete account of the 
victory of capitalism, with both factors in the proper perspective. 
There are evident and numerous omissions in his argument, 
many of which Mr. Tawney points out; for example, ‘‘ that the 
political thought of the Renaissance was as powerful a solvent of 
conventional restraints as the teaching of Calvin,” or, again, 
that the change of opinion on economic ethics was by no means 
confined to Calvinism, ‘‘ but was part of a general intellectual 
movement, which was reflected in the outlook of Catholic as well 
as Protestant writers.”’ 
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That Calvinist teaching was one very effective element in the 
economic revolution which capitalism brought about, nobody 
would deny; but it is precisely whether that teaching was the 
cause of the changes or the effect of them that is still being 
argued. And Weber clearly fails to establish that it was the cause. 
As to the fact, the final word seems to have been said by Pirenne, 
“Ce que MM. Weber et Troeltsch prennent pour l’esprit Cal- 
viniste, c’est précisément l’esprit des hommes nouveaux que la 
révolution économique du temps introduit dans la vie des affaires, 
et qui s’opposent aux traditionalistes auxquels ils se substituent ” 
(cf. p. 8). As to the theory, even when Weber narrows it down to 
its finest point (as in a note p. 197) it remains questionable : 

“The essential point is that an ethic based on religion places 
certain psychological sanctions (not of an economic character) on 
the maintenance of the attitude prescribed by it, sanctions which, 
so long as the religious belief remains alive, are highly effective. 
. . . Only in so far as these sanctions work, and above all in the 
direction in which they work, does such an ethic gain an indepen- 
dent influence on the conduct of life and thus on the economic 
order.” This is whittling down the claims of the “ ideal factors ” 
in historical causation with a vengeance; yet still the question 
remains how far they can exert an influence on the whole process. 
Doubtless, within the field set by the economic conditions, they 
can; but they cannot transcend it. And that means that they 
never are independent, but in this region subordinate. 

The fact is that Weber, like a good many other people, was 
frightened of historical materialism, and credited it with 
explanations that are altogether too simple. There is (p. 55) a 
naive instance of his misconception of it when he supposes that 
because the capitalist mentality existed in New England in an 
uncapitalistic environment (“ the spirit of capitalism was present 
before the capitalistic order’), that this dispenses the causal 
connection implied by historical materialism. It does not need 
much explaining to see that this mentality had, of course, the 
capitalist environment of Old England behind it. 

But for all that one may criticise, the book is of extraordinary 
value; and Weber is never better than when he is engaged in 
laying the spectres of other people’s mistaken ideas; for example, 
his denunciation of the appeal to national character as generally 
“‘a mere confession of ignorance” (p. 88), or his insistence that 
modern capitalism is not to be explained by any stronger dose of 
acquisitiveness now than at any other period (cf. p. 1d). Though 
at the same time the subtlety of his investigation was liable to 
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lead him into the fantastic; as when he suggests that the Protes- 
tant ascetic denial of authority is responsible for that lack of 
respect in the American which is at once so irritating and so 
refreshing (p. 256). He was apt to forget that a motive he thought 
specifically Puritan is only human after all. 

The Foreword which Mr. Tawney contributes is a valuable aid 
to understanding the problems raised by this brilliant but some- 
what difficult book. Yet in it Mr. Tawney does not take us any 
further, as regards the main problem, than the position he had 
already arrived at in Religion and the Rise of Capitalism: a 
position which one may describe as an unstable equilibrium 
between the “ ideal ”’ factors and the economic in history. And 
yet there is a way out indicated by Weber’s own clear distinction 
between the province of value-judgments and the specifically 
historical province where causal connection is of primary 


importance (pp. 98-9). 
A. L. RowsE 


All Souls College, - 
Oxford. 


An Introduction to the Obedientiary and Manor Rolls of Norwich 
Cathedral Priory. By H. W. Saunpers, M.A., D.Litt. 
(Norwich: Jarrold & Sons. 1930.) 

THE work that has been in progress during several years in the 
Cathedral archives of Norwich, with the scholarly encouragement 
and under the general supervision of the present Dean, has 
attracted considerable attention and interest. The Guild of 
“Friends of the Cathedral Church of Norwich” saw that any 
adequate description of the ancient building and its environment 
must be based on the contemporary muniments which record the 
activities of its cloistered inmates, coupled with the reports and 
accounts received from the officers in charge of its scattered 
manors. Less intimately connected with the daily life in Church 
or monastery, though equally necessary for their maintenance, 
were the receipts of rents and contributions from the dependent 
cells and urban properties, together with pensions, tithes, and 
other spiritualities. 

The income of the Priory as recorded in the receipts shown in 
these revenue rolls is a key to the monastic establishment, and the 
various activities of its departments are similarly indicated in the 
expenditure, accounted for in the same rolls or in specialised 
accounts. At the same time, the task of unravelling the tangled 
threads of monastic finance as presented in the broken series of 
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surviving muniments is one of extraordinary difficulty; though 
Dr. Saunders has made special efforts to lighten and direct it, 
not only by means of intimate descriptions, but also by a lavish 
provision of photographic facsimiles and statistical tables. In 
another direction, he has incidentally provided students of the 
Agrarian and domestic economy of the Priory with assistance in 
appreciating the significance of the technical terms which occur 
abundantly in the monastic documents, though a systematic 
elucidation of the terminology referred to may perhaps be already 
planned as a pendant to further volumes containing extracts from 
the rolls themselves. 

The surveys and accounts of the monastic estate offices were 
concerned with arable cultivations, meadow, pasture, woodland, 
moorland, salt marsh and fen, as well as with the erection or 
maintenance of buildings connected with the Church itself and 
with its interests as a landlord. The products of these various 
holdings as rendered in rent and in kind, or as purchased in local 
markets and elsewhere, occupied the attention of the several 
monastic departments whose relationships and official activities 
are indicated here in an elaborate chart. This, of course, should be 
carefully compared (as Dr. Saunders reminds us) with the parallel 
systems in use at Durham, Winchester, Canterbury and elsewhere. 
Moreover, it might be added that the titles used in this table do not 
necessarily denote distinct classes of documents. For example, 
sheep or stock accounts do not imply the existence of a separate 
department dealing with live-stock, as at Durham, while both 
stock and grain accounts may refer to schedules appended to the 
bailiffs’ accounts as well as to the departmental accounts of the 
obedientiaries. 

The tables referred to and some others set forth the income 
and expenditure of the Priory; and under the former head the 
manors and churches contributing to its revenue are tabulated 
with their respective statements of accounts, inventories and sub- 
accounts; and here, too, are included other estate muniments, such 
as court rolls, extents and cartularies, presumably because they 
state the proper rates by which rents and sales and feudal incidents 
are estimated in the account rolls. 

It would seem that Norwich is even richer than Durham in 
manorial or departmental inventories, though Dr. Saunders has 
found a dearth of extents, usually plentiful; but it could not, of 
course, be expected that the intensive and helpful method of 
research found in this work will enable us to compare the conditions 
which obtained in various English establishments of the Bene- 
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dictine order alone, though some hints on this subject may be 
expected from the textual examination of the Norwich rolls 
prepared by Dr. Saunders and in another aspect from the 
researches of Mr. W. A. Pantin on the visitations of the general 
chapters of the Black Monks. 

It might seem, indeed, that a full list of the sources of any lay 
or clerical corporation can scarcely be compiled without an 
estimate of the potential sources. Thus we might wonder if the 
archives of the Norwich cells have been or will be accounted for 
here because though Dr. Saunders seems to regard them as 
negligible, they are of some importance in the case of Durham. 
Again, even cathedral churches which have retained the bulk of 
their title-deeds have parted with some valuable compilations 
which have found their way into academic or private libraries 
where they still remain. Dr. Saunders has, in fact, referred to a 
Norwich extent in the British Museum and to manor rolls in the 
Bodleian, and those who have some across these and other 
scattered vestiges will hope to find them classified in a further 
volume. 

A glance at the helpful Table of Contents prefixed to this 
introductory volume will show not only the exceptional value of 
the materials for an intensive study of monastic finance which exist 
in the Norwich muniment room, but also the extensive use that 
has been made of them by the author. These materials are care- 
fully described and classified by Dr. Saunders in the first two 
chapters of this volume. A third chapter is occupied with a 
technical and necessarily contentious discussion of the position 
of this church in connexion with the official scheme of ecclesiastical 
taxation, a subject on which such authorities as Dr. Rose Graham, 
Professor Lunt and the Rev. W. Hudson hold opposite views. 
Dr. Saunders gives his own views as to the “ real income ”’ of the 
Church as he finds it stated in the rolls. This aspect of the subject 
is dealt with in a further chapter (V) enumerating and explaining 
the contributions of the dependent churches or appropriations 
to the revenues of the mother house and diocesan church. 

The two most important chapters, however (IV and VI), are 
those concerned with descriptions of the Manors of the Priory 
and of their relations with the several obedientiary departments. 
Here new theories of outstanding interest are advanced by Dr. 
Saunders with regard to the ‘“ Proficuum of the manors and their 
so-called wainage,” and, in connection with the obedientiary 
system, to the autocratic administration of a “ Master Cellarer ” 
who seems to have been a “‘ super-obiedientiary ’’ taking the place 
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at Norwich, of a treasurer or bursars, and also dwarfing the 
importance (if not superseding the functions) of the ‘“ Camera 
Prioris ” with the exchequer and visitations and audits which 
form such an essential feature of the monastic establishment 
elsewhere. Naturally these are theories which will need to be 
realised before they can be properly understood or fully accepted, 
but it is at least possible and proper to congratulate Dr. Saunders 
on the important evidence which he has brought before us with 
so much zeal and industry. 

Other intriguing discussions will be found in Chapter VII on 
“ Book-Keeping ” and in Chapter VIII on ‘“‘ Sundry Problems,” 
among which those relating to the Monastic Population, the 
Monastic Debt, the Inter-relation of the Departments (in the 
obedientiary system) and the Black Death are perhaps most 
noticeable. 

For the rest, the reader will not fail to notice some valuable 
contributions to our knowledge of such essential economic institu- 
tions as the Assize of Bread and Ale, Renders of manorial produce 
in kind, and the Audit of Accounts, with other matters of interest 
relating to grain, live-stock, wool, wax, clothing, diet, travel, the 
relief of the poor, and much information respecting prices, 
weights and measures. Husert Haun 


The Story of Money. By Norman AncEtL. (London: Cassell 
& Co., Ltd. 1930. Pp. xvi + 422. 21s. net.) 


THE author (whose knighthood, conferred in the last New 
Year’s Honours, has given pleasure to many) defines his book as 
“not a treatise on Monetary Theory, nor is it a history of the 
technical developments of Monetary practice or of Banking. It 
is a story written for the layman, of man’s experiences with the 
device of money.” He would probably also disclaim any sug- 
gestion that it was a history in the severe sense of the term. But 
even regarded as a story it is unbalanced. The reader is more 
than a third of the way through the book before he is clear of the 
Greek and Roman period, and nearly as many pages are occupied 
in discussing usury, mercantilism, money kings in the past, and 
paper money experiments before we reach the beginning of the 
nineteenth century. The word “ assignat ”’ does not appear in 
the index, and there does not appear to be any account of French 
experiments with paper money at the time of the Revolution. 
The story of the development of the British bank-note and cheque 
is obscure, nor does there seem to be any surnmary of the monetary 
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debate that followed the conclusion of the Napoleonic wars. 
Developments in the United Kingdom during the nineteenth 
century appear to be neglected. Worst of all, while the pub- 
lishers claim that “ the road to understanding of the great problem 
is clearly illuminated for the benefit of ‘ Everyman,’ ” and Mr. 
H. V. Hodson has provided a summary of the views of experts 
(some of whom will wonder at the company in which they find 
themselves) as to the monetary problems of to-day, no indication 
is given to poor, bewildered ‘‘ Everyman ” regarding the merits of 
these gentlemen as guides. 

The book is rather a collection of materials than a history or 
even a “story.” Sir Norman has read widely and quoted freely, 
and one can hardly open a page without coming across some 
interesting facts or some useful quotation. The story of 
Canadian card money is only one among many queer devices 
which are recorded, and many of the illustrations are of merit. 
To dip into the book will combine both instruction and entertain- 
ment, for, to tell the truth, as the Scotsman said about singed 
sheep’s head, it is “ fine confused feeding.” 

Henry W. Macrosty 


Economic History of the American People. By Ernest LuDLOW 
Bocart. (New York: Longmans, Green & Co., 1930. 
Pp. 797.) 


ProFEessor Bocart’s Economic History of the American 
People is a new book, not a revision of his well-known Economic 
History of the United States. The author has undertaken a re- 
examination of many source materials and has given space to 
the newer viewpoints as brought to light by recent investigations 
into various phases of American history. This fact justifies 
another book on the economic development of the United States. 

Bogart divides his treatise into three parts: Colonial De- 
velopment, 1492-1783 (220 pages); the Westward Movement, 
1783-1860 (254 pages) and Industrialisation, 1860-1930 (310 
pages). It would be difficult to single out any one section or 
chapter for special praise or criticism. Whether or not sufficient 
stress has been laid on the European background of American 
economic history is debatable. The reviewer inclines to the 
opinion that the treatment of this subject is somewhat inadequate, 
especially in the introductory chapters. While Professor Bogart’s 
volume is intended as a text for college use, it does not have the 
ear-marks of a history written for those who lack intellectual 














140 THE ECONOMIC JOURNAL [MARCH 


curiosity or for those who possess an over-developed propensity 
for the more practical aspects of economics. The author’s inter- 
pretations and emendations of controversial matters are scholarly 
and lucidly stated. 

Without a doubt this volume is the most significant contri- 
bution to the general history of the economic development 
of the United States to appear in recent years. It makes the 
mediocrity of the majority of treatises on the same subject all the 
more apparent. 


Frevix FLUGEL 
University of California. 


Moral Sense. By James Bonar, LL.D. (London: George 
Allen and Unwin. 1930. Pp. 304. 12s. 6d.) 


Tuts last addition to the ‘‘ Library of Philosophy ” deals with 
the rise, progress and decline of the doctrine which derived our 
moral perceptions from a special moral sense comparable by 
analogy to the physical senses. Even if this theory had not 
eventually fallen to pieces by itself, it was in Dr. Bonar’s opinion 
doomed to share the downfall of the “ multitudinous faculties ” 
of the old psychology. Nothing, however, could show better 
than the critical analysis before us how hard the theory actually 
cied. 

“Tn our own time,” the book begins, ‘‘ moral sense means the 
recognition of the ordinary principles of morality ”’; in the early 
eighteenth century it meant something quite different. Dr. 
Bonar writes sympathetically of Shaftesbury, the originator of 
the creed, following with the criticisms made by Manderville, 
Berkeley and Butler. The last-mentioned, however, is a supporter 
rather than a critic, and his inclusion on chronological grounds in 
the chapter on critics is slightly confusing. Four chapters are 
devoted to Hutcheson, who built up the most elaborate doctrine 
of a Moral Sense, and in the dictum that self-love is as necessary 
to the good of the whole as benevolence, and that the right to the 
fruits of our labour is a perfect right, incidentally furnished the 
economic basis on which his disciple, Adam Smith, was later to 
build. Two chapters deal with the moral philosophy of Hume, 
whose attempts to introduce the experimental method of reasoning 
into moral questions dealt a heavy, but by no means a mortal 
blow, to the theory of the Moral Sense. 

The economist naturally turns with special interest to the 
chapters on Adam Smith, only to appreciate Dr. Bonar’s caustic 
observation that it has needed all the fame of the Wealth of 
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Nations to keep alive the memory of the Moral Sentiments. 
Adam Smith rejected the Moral Sense, but put forward no substi- 
tute, although in one place Dr. Bonar seems to find in Smith’s 
theory a dim and distant groping after the ideas of Kant. 

The last chapter, entitled “‘ Kant on the Moral Sense,”’ gives 
a brief exposition of the Categorical Imperative, and then proceeds 
to the writer’s own views and conclusions. Morality without a 
metaphysical basis is bound to degenerate into a system of mere 
respectability. Locke, Hume and Adam Smith all fail to find the 
spirit behind the sens's. Kant’s Moral Law, on the other hand, 
if it is to mean anything, must apply to man in Society and the 
State. ‘“‘ The course of history seems to point, not to an instinct, 
but to a power of decision, acquired through the moral training 
given by social institutions, family, society and state, with 
tradition as the general name for the transmitted influence.” 
This is illustrated by a comparison between the moral standards 
of to-day and those of a century ago. Dr. Bonar has succeeded 
in lending freshness to a controversy so old as to be almost out- 
worn, and the reader is only sorry that he did not give his work 
an additional finish by means of a closer correlation between his 
conclusions and the opening sentences on the modern meaning of 


the moral sense. 
H. REYNARD 














NOTES AND MEMORANDA 


A Nore Concernina Mr. J. R. Hicks on “ THE 
INDETERMINATENESS OF WAGES ”’ 


I am not sure that I understand the precise points which Mr, 
Hicks is disputing and is contending when he makes certain 
criticisms of Marshall, and subsequently also of myself, in the 
Economic JouRNAL for June 1930. But his contention that 
Marshall’s barter analogy is irrelevant to the problem of a com- 
petitive labour market appears to be based on two arguments. 
First, that the barter analogy only applies to bargains between 
parties which start with fixed stocks. When one is dealing with 
successive wage-bargains from week to week, this condition does 
not hold, since the worker’s ‘‘ stock ’’ of labour is renewed each 
week (is a recurrent “ flow,” not a “ stock ’”’), while the stock of 
income he carries over from week to week is too small to be 
relevant. Secondly, that even if the first week’s bargain has 
resulted in a rate disadvantageous, say, to labour (and con- 
sequently in a raised marginal utility of income to that party), 
the “‘ employers’ mutual competition ’’ in subsequent weeks will 
suffice to restore wage-rates to the “‘ normal value ” of labour. 

The first objection, I think, is largely a verbal one. ‘‘ Stocks ” 
in the barter analogy, I believe, is a typical rather than a limiting 
concept, used to illuminate the whole genus of problems in 
which the outcome of a particular bargain may react on the 
marginal utility of the commodities exchanged, and hence 
render subsequent bargains partially arbitrary in their result. 
It seems fairly clear that Marshall used it in this sense (cf. 
Principles, V. ii. 3 and footnote), (I cannot conceive that Mr. 
Hicks maintains that the marginal utility of income to the two 
parties has no relevance to the problem—that no assumption need 
be made about it at all. Presumably he does not maintain this, 
since on p. 226 he himself admits a case where a changed valuation 
of income will be relevant.) For instance, in Pareto’s device of 
constructing demand- or offer-curves from tangents drawn to a 
series of indifference-curves the system of tangents, and hence the 
offer-curves, will be different according to the point in the plane 
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from which one starts. This point is easily defined in terms of 
the initial possession of so many units of the two relevant com- 
modities, a and b. But the significance of this position in the 
plane is a certain numerical relationship between a and 6, and the 
point could just as reasonably be defined in terms of its simple 
numerical co-ordinates. 

The barter analogy of Marshall can, therefore, have no relevance 
to the problem of a labour market only if the income received in 
the first week has no effect on the marginal utility of income to the 
workers in the second week: then, and only then, can the co- 
ordinates of this point be treated as a constant and the offer- 
curves of the second week be treated as independent of the out- 
come of the bargain in the first week. Can Mr. Hicks really 
maintain that this independence holds true? If so, what innate 
property or super-circumstantial factor fixes the marginal utility 
of income in so constant a fashion? Presumably Mr. Hicks 
pictures the worker who presents himself for re-engagement or 
for new employment as completely tabula rasa. If so, the 
worker’s valuation of income is indisputably constant: if the 
tabula rasa implies nakedness, an empty larder and an empty 
stomach, then the marginal utility of income (in terms of effort) 
will remain always at the point which Mr. Harrod has recently 
characterised (Economic JOURNAL, December 1930, p. 706) as 
the point where a man is willing to work up to 100 per cent. of 
his capacity in return for a subsistence income. If this is Mr. 
Hicks’ ‘‘ determinate equilibrium,” then the now unfashionable 
“Tron Law ” has found a new and courageous champion: the 
gloomiest disciple of the “‘ Iron Law” could hardly have said 
anything more definite. Strange though it may seem, this is 
apparently all that Mr. Hicks’ argument amounts to. On 
p. 228 (unless I miss a concealed profounder meaning) he proceeds 
to argue that “‘ reserves ” can have nothing to do with the deter- 
mination of wages, since wages will tend to fall until the workers’ 
reserves have entirely disappeared. Hrgo, in this limiting case 
“reserves ”’ can have nothing to do with the matter. ““ When the 
reserve is gone, consumption must contract, and the market 
settle down to a final equilibrium.” I will not dispute with him 
that a cumulative fall of wages must have some limit: he is 
welcome to that debating point if he likes. But to state that 
wages, once started on the downward path, will tend towards this 
limit and then stay there is, surely, to state my case more 
definitely than I myself have expressed it? Since when, at any 
rate, has it been a refutation of the statement that the size of x 
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affects a certain problem to assert that x is usually equal to 
zero ¢ 

To put the matter precisely : the marginal utility of income, 
being a subjective valuation, can hardly be regarded in a given 
week as unaffected by the circumstances of the preceding week, if 
only through such an indefinable medium as ‘“‘ mood.” But one 
can translate the matter, if need be, into terms of “ stocks.” 
Why should the “stocks ’’ with which the worker starts his 
second bargain be confined to goods in the larder or shillings in 
the savings bank? Why should they not include, too, his 
furniture and trinkets, which are pawned when times are bad? 
Why should not they be thought of as including his clothes, which 
grow threadbare after a period of “ sweated ”’ employment or of 
unemployment? And why stop short of his human reserves of 
flesh and muscle—yes, and of the remains of his last meal in his 
stomach? The latter makes all the difference when one looks for 
a job. If the wage-bargain of previous weeks does not affect the 
size of these “‘ stocks ’’ with which the worker enters on a bargain 
in subsequent weeks, then what does? True, this factor can be 
conceived as affecting also his ‘‘ stock ”’ (or ‘“ flow ’’—what does 
the word matter?) of labour in subsequent weeks—affects the 
character of ‘‘ 100 per cent. capacity’ for him. But this effect 
of the wage-level on the efficiency of the worker is simply another 
facet of the same problem, and can be expressed in the same 
terms. 

Mr. Hicks’ second argument, if I understand it aright, seems 
to flourish on a simple confusion. He seems to assert that even 
if the balance of bargaining power has depressed wages, this effect 
can only be temporary in “a continuous market.” Here he 
uses Edgeworth’s conception of re-contracting : each employer 
will bid against his fellows in trying to take on more men. 
‘“‘ Wages will thereby be bid up to the normal value of the 
labourers’ marginal net product, and the first disadvantageous 
contract will have no effect in depressing them.” But for each 
employer the engagement of additional labour will be conditioned 
by a curve of marginal productivity of labour (differing somewhat, 
of course, in the long period from the short period), and this will 
presumably be a descending curve. If wages are below the old 
equilibrium point, employers will tend to extend their employ- 
ment of labour along this curve. If, however, the lower wage in 
the interim has produced a change in the supply conditions of 
labour (through reactions on the marginal utility of income to the 
worker), then the new point of equilibrium—the point of inter- 
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section of the two curves—will be in a different position and at a 
different level from the preceding one. Hence, if “ normal 
value”? means “ previous value ” (and if it does not, it can mean 
little in this context), the competition of employers will not 
suffice to restore wages to this level. Would Mr. Hicks extend his 
argument to an ordinary commodity of which the supply-price 
has been cheapened: ‘“ the buyers’ mutual competition, by some 
buyers endeavouring to buy more units of the commodity, will 
bid up the price to its previous value, namely, its marginal 
utility’? The point is so elementary that I hesitate to think 
that Mr. Hicks has adequately expressed his meaning. Perhaps 
“normal value ’”’ has for him some sublimer property that I am 


too vulgar to see. 
MavricE Doss 





A REPLY 


I am afraid I cannot accept Mr. Dobb’s criticisms ;~ but 
perhaps I may be allowed to elucidate my position on one or two 
points where I do not seem to have been clear. 

(1) I was certainly not maintaining that “the marginal 
utility of income to the two parties has no relevance to the 
problem.”’ My argument depended on the much less contentious 
point that if a man’s income and expenditure balance, his reserve 
will be the same at the beginning of one week as it was at the 
beginning of the week before, and in consequence his supply-curve 
of labour (so far as it depends on his reserve) will be the same. 
The question of reserves need only concern us in discussing 
individual supply-curves of labour in successive weeks (or contract 
periods) if reserves change. 

If, as the result of lower wages in the first week, which have not 
been matched by reduced consumption, reserves are depleted, then 
I am quite prepared to admit that the supply-curve of labour in 
the second week will be shifted. The labourer will probably be 
prepared to work more, and wages per unit of labour will be again 
reduced. 

There is an obvious end to this process, where reserves are 
exhausted; but I did not mean to suggest (though perhaps I 
expressed myself badly here) that the normal process is for a 
cumulative decline in wage-rates until this end is reached. The 
process only goes on because the labourer is living beyond his 
income; he may be driven to do so for a short while because of 
the difficulty of adjusting his expenditure to the new scale, but 
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in the great majority of cases he will not go on doing so until he is 
stripped bare of all kinds of reserves. As soon as possible he will 
reduce his expenditure, and when this happens the cumulative 
process stops. The supply-curve remains the same in the (say) 
fourth week as it was in the third, and a stable equilibrium is 
reached. 

I constructed this argument because it was the nearest 
approach to a cumulative decline which I could find to be justified 
on Mr. Dobb’s arguments ; but I should not like it to be supposed 
that this is what I think really happens in normal cases of wage- 
reduction. For we are assuming an extreme degree of plasticity 
in wage-rates to match rigidity in expenditure; it is scarcely 
possible that wages are often adjusted to demand and supply so 
quickly as this argument assumes. 

(2) Where we make the same assumptions as before, but 
examine the case of a man exploited by an employer who “ out- 
bargains ”’ him, then it is also possible that his supply-curve may 
be shifted. So long as this supply-curve remains in its new 
position, it may be agreed that the “ point of equilibrium ”’ is 
changed. But when competition gets to work, when the workman 
transfers his services to an employer who is offering better wages— 
and ex hypothesi this will happen sooner or later—why should the 
supply-curve remain in its second position? At first, perhaps, 
while reserves are being built up, it will remain in a position other 
than normal, but as soon as reserves have been restored to the 
level shown at the beginning of the story, the ‘‘ normal ”’ equili- 
brium will be restored. I see no reason why this should not be so, 
as long as we look only at the supply-curve. 

Of course, while we are about it, that is an unfair specialisation 
of our attention. It is quite possible that equilibrium may be 
permanently shifted by a shifting of the demand-curve as a result 
of the first exploitation. If some of the employer’s monopoly 
gains are saved (or should one now say “ invested ”’?) the final 
equilibrium wage may actually be raised. I do not attach much 
importance to this, though it seems at least as valid as many of 
the points which have been made in this discussion. And it is 
certainly not an argument on the basis of which one can approve 
of exploitation or defend laisser-faire. Competition does tend to 
abolish the exploitation of labour, but it is very slow about it. 
It is quite slow enough for some interference to be desirable, but 
what kind of interference is altogether another question. 

J. R. Hicks 
1 Cf. Keynes, Treatise on Money, Vol. II. p. 162. 
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OFFICIAL PAPERS 


League of Nations: Economic Aspects of Several International 
Industrial Agreements. (Allen and Unwin. 2s. 6d.) 


Tue Secretariat of the League of Nations has published a 
Review of the Economic Aspects of several International Industrial 
Agreements prepared for the Economic Committee by MM. 
Antonio St. Benni (Italy), Clemens Lammers (Germany), Louis 
Marlio (France) and Aloys Meyer (Luxemburg). 

This publication, in the preparation of which Sir Harry 
McGowan (Great Britain) also took part, is to some extent the 
outcome of the work undertaken on the recommendation of 
the Economic Conference of 1927, with regard to international 
industrial agreements. 

The Economic Consultative Committee and the Economic 
Committee considered that the inquiry recommended by the 
Conference should bear upon the status and juridical forms of 
industrial agreements as well as the laws by which they are 
governed, and also the subject-matter and nature of such agree- 
ments and their international economic role. 

The Review which has just been published concerns the second 
part of the inquiry. The authors explain in a preface that the 
general term “ international concentration ’’ includes any move- 
ment towards the co-operation, in the sphere of private enterprise, 
of the industrial and commercial undertakings of different countries 
for the purpose of improving the organisation of production and 
marketing. They then draw attention to the diversity of forms 
taken by this co-operative movement, analysing the main lines 
of development during the past few years and giving their opinion 
on possible difficulties in controlling international cartels and in 
unifying national laws in this connection. The authors of the 
Review, who are themselves leading members of important 
industrial organisations or in close touch with the industry of 
their countries, propose to describe the economic aspects of the 
problem in more detail in a special memorandum dealing with the 
views put forward in an earlier publication giving the opinion of 
legal experts. 

The Review is composed of a series of monographs analysing 
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the rdle and working of various international agreements, in 
particular international agreements in the metallurgical industry 
(International Steel Agreement, Convention between the German 
and Franco-Luxemburg metallurgists, International Rail Makers’ 
Association); international agreements concerning non-ferrous 
metals (zinc, copper, tin, lead); the European Aluminium Cartel; 
the European Mercury Consortium; the Franco-German Potash 
agreements; the Aniline Dyes Agreement between producers of 
France, Germany and Switzerland; the Industrial Association of 
Bone Glue Manufacturers (Epidos); the tendency towards con- 
centration in the artificial silk industry ; the European Linoleum 
Trust; the international agreement in the incandescent electric 
lamp industry. (Communicated.) 





Die éffentliche Verschuldung im Deutschen Reich am 31. Mérz 
1928 und am 31. Dezember 1929, bearbeitet im Statistischen 
Reichsamt. (Einzelschriften zur Statistik des Deutschen 
Reichs, Nr. 13, Verlag von Reimar Hobbing, Berlin SW. 
61, 453 Seiten, 3 farbige Tafeln. Preis Rm. 15.) 


Drie Schulden der deutschen dffentlichen Korperschaften sind 
von 14, 6 Mrd. RM in Marz 1928 auf 20, 6 Mrd. RM im Dezember 
1929 angewachsen und diirften gegenwartig nahe an 24 Mrd. 
RM betragen. Die Reichsfinanzstatistik hat diesem ernsten 
Sympton der gesamten Wirtschaftslage friihzeitig starkste 
Beachtung gewidmet. Die Ergebnisse der erstmals am 31. 
Marz 1928 durchgefiihrten amtlichen Schuldenerhebungen werden 
in der neuen Einzelschrift des Statistischen Reichsamts aus- 
fiihrlich in zusammenfassender Darstellung verdffentlicht. 

Der umfassende Stoff ist in drei Hauptteile gegliedert. Der 
erste gibt eine Gesamtiibersicht iiber die Verschuldung, ihre Héhe 
und Formwandlung gegeniiber der Vorkriegszeit, ihre Bedeutung 
fiir den Geld- und Kreditmarkt, fiir die Sachkapitalbildung, fiir 
die Zins— und Einkommensgestaltung usw. 

Im zweiten Hauptteil werden die einzelnen Arien der Ver- 
schuldung behandelt. Die Belastung aus der Ablésungs- und 
Aufwertungsgesetzgebung, die Verschuldung an das Ausland, 
die verschiedenen Formen der inlandischen Kapitalbeschaffung, 
die gegenseitigen Kredithilfen der éffentlichen Korperschaften 
gelangen hier zur Darstellung. Auch auf die Bedingungen und 
die Verwendungswecke der Schuldformen, so etwa auf die Frage, 





ee DR St St 


a oe 


ae! PS 


i eo we ee |} 











1931] THE ASSOCIATION OF TEACHERS OF ECONOMICS 149 


inwieweit die Auslandsschulden einer produktiven Verwendung 
zugefiihrt worden sind, ist eingegangen. 

Der dritte Hauptteil behandelt die Verschuldung der einzelnen 
Korperschaften nach Hohe, Zusammensetzung, Bedingungen und 
Verwendungszwecken. Fiir die Reichsschuld ist die gesamte 
historische Entwicklung kurz zusammengefasst. Bei den Lander- 
schulden sind die grésseren Lander einzeln behandelt. Die 
finanzpolitisch besonders wichtige Kommunalverschuldung ist 
fiir jeden grésseren Gebietsteil im Deutschen Reich und fiir die 
verschieden grossen Gemeinden besonders dargestellt. Die 
Verschiedenartigkeit des gemeindlichen Kreditbedarfs und der 
Kreditbedingungen ist auch unter wirtschaftsgeographischen 
Gesichtspunkten behandelt worden. 

Das Tabellenwerk gibt die Héhe, Zusammensetzung, Bedin- 
gungen und Verwendungszwecke der Schulden fiir das Reich, die 
einzelnen Lander, die Gemeinden der einzelnen Gréssenklassen, 
Lander und Landesteile in iibersichtlicher Anordnung wieder. 

Da an der Frage der éffentlichen Verschuldung nicht nur das 
volkswirtschaftliche Interesse des Finanz- und Wirtschafts- 
politikers, sondern auch das privatwirtschaftliche Interesse des 
einzelnen Schuldners oder Glaubigers besteht, diirfte der Schrift 
eine weite Verbreitung gesichert sein. (Communicated.) 





TuE ASSOCIATION OF TEACHERS OF ECONOMICS 


THe Annual Conference of the Association of Teachers of 
Economics met at University College, Oxford, from January 
2nd to 5th, 1931. The Conference was very well attended, and 
excellent discussions took place. On the Friday evening Professors 
D. H. Macgregor and T. E. Gregory drew attention to certain 
aspects of Rationalisation. They were unanimously of the 
opinion that this word has been generally abused, often with 
the object of disguising anti-social activities on the part of certain 
business interests. Professor Gregory stressed again certain 
arguments already advanced in the last number of this JOURNAL. 
The ensuing discussion turned mainly upon the extent and 
influence of the practice of retail price-fixing by manufacturers. 

On Saturday, Mr. H. D. Henderson explained his attitude to 
proposals for imposing a moderate tariff upon imports into Great 
Britain. Professor L. C. Robbins opened a discussion which was 
very lively and lasted for several hours. It was quite clear that 
only a very small minority favoured the moderate tariff proposal. 
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On Sunday morning a more informal discussion on the Social 
Significance of the Industrial Revolution was opened by Dr. A. 
Redford. Many members took part, and on the whole the 
opinion of speakers was that other factors than the industrial 
changes were responsible for the social discontent of the early 
nineteenth century in this country. In the evening a most 
interesting lecture on Biological Aspects of Population was 
delivered by Professor L. T. Hogben. It would be impossible 
to summarise here what he had to say. All members were greatly 
disappointed that time did not permit of a discussion, and every- 
one looks forward to being able to read Professor Hogben’s 
arguments later. 

The Conference was more numerous than ever. Members 
are anxious that while the Association shall be inclusive it shall 
not grow so unwieldy as to impair the value of the Conference as 
an annual opportunity for friendly meetings. Accordingly, the 
Constitution was amended to read as follows: ‘‘ Membership of 
the Association shall be open (a) to Teachers of Economics, 
Economic History, Sociology, Commerce and such other kindred 
subjects as the Association may from time to time approve within 
British and Irish Universities and University Colleges; (b) 
subject to the approval of the Committee in each case, to persons 
who have been engaged as such teachers, and to any other persons 
whose co-operation in the work of the Associgtion is likely in the 
opinion of the Committee to be advantageous to the Association.” 
The Committee was instructed by the Conference to ensure that 
members admitted under (b) shall not exceed a small proportion 
of those admitted under (a). 

Professor H. A. Marquand resigned the office of Hon. Secretary 
and was appointed Hon. Treasurer. Mr. 8S. C. Parris, University 
College, Cardiff, was appointed Hon. Secretary. Applications 
for membership should be sent to him. It was decided to hold 
the next Conference, early in January 1931, in Reading; and 
Miss M. Buer was appointed Conference Secretary. 

H. A. M. 
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OBITUARY 


BonALDO StRINGHER 


BoNALDO STRINGHER, the eminent Governor of the Bank of 
Italy, died at Rome on the 24th December, 1930, aged seventy- 
seven. He had directed our great institution with admirable 
wisdom at times of the greatest difficulty, and its assured progress 
was largely due to him. But he was not only a financial coun- 
sellor whose advice was always asked by the Italian Government 
in critical circumstances, but a considerable scholar, who, in spite 
of the preoccupations of his high office, had with exemplary zeal 
enriched economic literature with some memorable contributions. 
From the time when, as a modest employee of the Ministry of 
Agriculture, he had in 1879 published a thick volume on T'he End of 
Bank Restriction in the United States, he never ceased from his long 
series of contributions on economic matters to learned periodicals 
and in book form. We would particularly mention his “‘ Notes on 
Commercial Statistics,’ which was included in the Economic 
Biblioteck (IV Series, 1896), our great collection of leading works on 
Political Economy; his excellent Report on the Italian Balance of 
Payments (1912), where he showed statistically that the apparent 
unfavourable commercial balance of Italy was wholly compensated 
by the invisible items arising out of emigrant remittances and 
tourist expenditure; his standard work on The State of Currency 
and of the Money Market during and after the War (1920); and the 
excellent collection of his chief economic papers, Papers Concerning 
Currency and the Money Market (1925). Moreover, apart from 
his work on monetary matters, he contributed to the Giornale 
degli Economisti some important essays on the development of 
Italian commercial policy. 

His merits had received the acknowledgment they deserved 
both at home and abroad. He had lectured on Commercial 
Policy before the University of Rome, was a member of the 
National Academy of Lincei and also of the Italian Academy, 
was a correspondent of the French Académie des Sciences Morales 
et Politiques ; and he had been Under-Secretary of State and 
afterwards Minister of Finance. The successive triumphs of 
his career were achieved in an atmosphere of general esteem, 
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without ever giving occasion for envy or detraction. I have often 
heard eulogies of his qualities from the most eminent authorities 
in France and England. If, as Alexandre Dumas said, “‘ Foreigners 
stand for our contemporary posterity,” these eulogies from abroad 
can be read as a promise of the lasting remembrance of our lost 
friend. ACHILLE LoRIA 
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ProFessor Sir J. C. CoyasEE, who has been appointed the 
Society’s Correspondent for India in succession to Professor H. S. 
Jevons (who has retired and returned to England), writes as 
follows :— 

“The fourteenth Indian Economic Conference was held at 
Lahore from January 2 to January 6, 1931. The attendance was 
both satisfactory and representative, and besides the meetings for 
the discussion of economic topics, visits were made to the Match 
Factory and the Power House at Shahdara, to the Agricultural 
Farm at Lyallpur and to the Jallo Rosin Factory. 

“Most of the papers contributed were on subjects of special 
importance to India at the present time, and such a selection of 
topics added to the interest felt in the proceedings of the Con- 
ference. Among the topics now to the fore in India might be 
mentioned developments and reforms in Finance and Banking 
and in the organisation of Labour. All these topics received due 
attention at the Conference. Thus Prof. Banerji’s presidential 
address included a criticism both of the Meston Settlement and of 
the proposals of Sir Walter Layton. On the subject of Banking 
might be noted first a paper by Prof. J. C. Sinha on Industrial 
Banking in India, in which he advocated the starting of an all- 
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India industrial bank on the lines of the Industrial Bank of Japan 
—the State assisting only by the guarantee of a minimum dividend 
on the bonds for a limited period. On the other hand, Mr. Loka- 
nathan argued for provincial industrial banks with a co-ordinating 
central board. Prof. P. J. Thomas discussed the central problem 
of Indian banking, viz. the possibilities of lowering the high 
interest rates which are current. It was no use putting the blame 
either on the indigenous banker or on the Imperial Bank; the 
remedy lies in our changing our methods of business so as to secure 
the creation of discountable paper and trade bills. Dr. H. 
Sinha’s paper dealt with the strong and weak features of the 
Bengal Loan offices and suggested lines of reform especially in the 
way of centralisation. Mr. Ramchandra Rau discoursed on the 
lessons to be drawn from foreign banking systems and their 
application to India. He was at his best when he gave an 
account of the real dangers and difficulties which the future 
Reserve Bank would have to experience in the early days of its 
existence. Principal Tannan contributed a paper on “ Regulation 
of Banks in India,” in which he traced the history, objects and 
methods of Banking legislation in India. He also dealt with the 
possibilities of the supervision and protection of Indian banks. 
A study of industrial finance and incidentally of the Indian 
Managing Agency system by Mr. V. K. Rao was also instructive. 

“ The output on the topic of Labour was a smaller one. Prof. 
D. G. Karve spoke of the beneficial possibilities of the activities of 
the International Labour Organisation on the fortunes of Indian 
labour. But he put in a caveat to the effect that ‘ the necessary 
and inevitable amount of latitude from the Geneva decisions should 
be claimed and availed of, with a view to promoting the legitimate 
aspirations of nationa! industry.’ Prof. B. B. Mukherji examined 
some aspects of agricultural labour—the nature of the shortage of 
such labour, the sources of its supply and its present condition. 
He suggested the formation of employment agencies or agri- 
cultural labour bureaus to organise the movement of labour to 
secure its better distribution. 

“Nor were the theoretical aspects of Economics unrepresented. 
There was a paper by Prof. Muranjan on the theory of Distribu- 
tion, in which were discussed some controversial points in the 
theory. Prof. D’Souza furnished an estimate of Clark’s contri- 
butions to the theory of Distribution. 

“ The discussions of this Conference are, however, best regarded 
as forerunners of the debates to come when the Reports of the 
Central Banking Committee and of the Royal Commission on 
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Labour will be published. With a view to this, it has been 
decided to keep to the fore Labour and Banking problems among 
the topics to be discussed by the next year’s Economic Conference.”’ 





Tue Institut fir Weltwirtschaft und Seeverkehr at the Uni- 
versity of Kiel ask us to make the following announcement :— 

In accordance with Article 6 of the Rudolf Funke Foundation, 
the Institut will award a prize for a thesis on the following subject : 
“The International Inter-Relationship of Economic Fluctuations.” 
The thesis should trace the development of Economic Fluctuations 
with typical examples from the beginning of the nineteenth 
century to the present day with a view to ascertaining whether 
the economic fluctuations of various countries coincide, or not, in 
time, intensity and otherwise—and if so, to what extent. In this 
connection, not only the various periods in the development of 
capitalism, but also the relations existing between different 
branches of economic life (e.g. manufactures, raw materials, agri- 
culture) are to be taken into consideration. An_historical- 
theoretical analysis of demonstrable unilateral or mutual 
influences is to be combined with this empirical description. At 
the same time the author is to show the different typical forms in 
which these fluctuations spread over the world. He is to explain 
the part played by psychical and material factors during this 
process (e.g. speculation, technical inventions, migrations, foreign 
trade, movements of capital). The general problems of the Theory 
of Economic Fluctuations are not to be placed in the foreground ; 
the author, however, should examine to what extent his own par- 
ticular theory of the international inter-relationship of economic 
fluctuations agrees with the general Theory of Economic 
Fluctuations. 

This prize is open for competition to any individual research- 
worker, or to any group of research workers, or to any Institute. 

The winner will be awarded the Rudolf Funke Prize of Rm. 
18,000, and the Rudolf Funke Gold Medal. The Institute here- 
with reserves the right to purchase any thesis submitted for 
competition, even though it does not win the prize. 

The thesis shall be typewritten (five copies) in German or in 
English, and must be handed in to the Secretary of the Institut 
fiir Weltwirtschaft und Seeverkehr at the University of Kiel not 
later than December 31, 1932. It shall be signed with a pen 
name; this pen name shall also be upon an envelope bearing the 
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name and address of the author which will be submitted with the 
thesis. In the case of a group of authors, the names of all the 
contributors must be mentioned. 


The following have consented to act as judges : 


Professor Dr. A. Aftalion, University of Paris, 

Professor Dr. L. Birck, University of Copenhagen, 

Professor Dr. B. Harms, University of Kiel, 

Professor Dr. E. Lederer, University of Heidelberg, 

Professor Dr. Wesley C. Mitchell, Columbia University, New 
York, U.S.A., 

Mr. D. H. Robertson, M.A., University of Cambridge, 

Professor Dr. J. Schumpeter, University of Bonn, 

President Professor Dr. E. Wagemann, University of Berlin and 

Deutsches Institut fiir Konjunkturforschung. 


























RECENT PERIODICALS AND NEW BOOKS 


The Economic Record. 

NovemMBER, 1930. The Effect of the Living Wage Policy on Wages for 
Skill. D. T. Sawxins. Banking and Currency in New Zealand. 
B. C. Asowin. The Problem of the Budget. F. A. Buanp. Dis- 
tribution of Income in New Zealand. A. G. B. Fisuer. Report 
of the Royal Commission on the Coal Industry. F. R. MauLpon. 
The Sales Tax. H. Burton. The Restoration of Economic 
Equilibrium. 

Economica. 

NovEMBER, 1930. The Economic Works of Philip Wicksteed. L. 
Rossrns. The Migration of Labour into the Glamorganshire 
Coal-field, 1861-1911. B. THomas. Administrative Law in the 
Early Company Acts. H. A. SHANNON. 


History. 
OctoBER, 1930. General Economic History. J. ¥. Ress. 


International Labour Review. 


OcrosEerR, 1930. The Present Status of the Cotton Textile Industry. 
E. B. Drerricn. Land Reform in Rumania. O. Gornt. The 
Problem of Agricultural Labour in Algeria. G. J. Stotz. The 
Unemployment Problem in Japan. S. IDEt. 

NovemBER, 1930. The Present Status of the Wool Teztile Industry. 
E. B. Drerricu. Labour Legislation in India. R.K. Das. The 
Technique of Discussion in Management-Worker Relationships in 
the U.S. G. A. JOHNSTONE. 

DreceMBER, 1930. The Employment of Children in Egyptian Industry. 
A. ANDERSON. Japan’s Migration Problem. S.IpEt. Regulation 
of Conditions of Employment by the Spanish Banking Corporation. 
DE ALTEA. 

Indian Journal of Economics. 

Juty, 1930. The Cotton Mill Industry of the Madras Presidency. 

N. G. Rana@a. 


OcTroBER, 1930. Currency in Shivaji’s Kingdom. V. G. KALE. 
Economics of the Foreign Trade of India. S.C. Bosk. Economic 
Development of India. P.J.THomas. 


Index (Stockholm). 


NovEMBER, 1930. Mechanical Energy as an Economic F:.ctor. 
A. F. ENstrom. 


JANUARY, 1931. The Most-favoured-nation Clause. J. VINER. 
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Review of Economic Statistics (Harvard). 


NovemBeR, 1930. The General Course of Wheat Prices in France, 
1350-1788. A. P. UsHer. Statistical Background of the Crisis of 
1857. A. H. Corr. Business Volumes during Periods of Decline 
and Recovery. J. B. Husparp. Employment and the Buying 
Power of Consumers. W. A. BERRIDGE. 


Quarterly Journal of Economics. 


NoveMBER, 1930. The Tariff Act of 1930. F. W. Taussic. The 
Rise and Decline of Orthodox Tariff Propaganda. W. J. Errmman. 
Equilibrium Economics and Business-cycle Theory. R.W.Sovurer. 
Credit Expansion, 1920 to 1929, and its Lessons. C. E. PErsons. 
Industrial Diversification in American Cities. G. E. McLavcHii. 
Mitchell’s Business Cycles. J.ScHUMPETER. 


American Economic Review. 


DECEMBER, 1930. Economics of Accountancy. I. FisHeR. Supreme 
Court and Railway Labour Act. E. Berman. Motor and Rail 
Carriers in Great Britain. G. S. Prtrerson. Absorption of 
Credit by Stock Exchange. T. Batoau. Psychological Yardsticks 
for Economic Values. J.P.Gumprorp. Trades Union Congress 
and Workers’ Education. J.J. SENTURIA. 


Journal of Political Economy. 


OcToBER, 1930. A Mathematical Theory of Price and Production 
Fluctuations and Economic Crises. C. F. Roos. A Culture 
Theory of Population Trends. E. T. Hitxer. Economic In- 
fluences upon the Corporation Laws of New Jersey. H. W. Stoke. 
Gold Camps and the Economic Development of Western Montana. 
S.J.Coon. Some Aspects of Mexican Immigration. P.S.Taytor. 


DEcEMBER, 1930. Period of Production, Durability, and the Rate of 
Interest in the Economic Equilibrium. G. MackEenrotH. T'rans- 
port Co-ordination. G.S. Peterson. The Italian Demographic 
Problem and the Fascist Policy on Population. C. Grint. Black’s 
“* Production Economics.” T. O. Ynrema. Production in 
Massachusetts Manufacturing, 1890-1928. C. W. Coss. 


Journal of Economic and Business History (Harvard). 


NOVEMBER, 1930. Natural and Money Economy. KE. F. HEcKSCHER. 
Warehousing and Trapezite Banking in Antiquity. W.L. WEsTER- 
MANN. Associations of Employers in the Construction Industry in 
Boston. W. T. Ham. The Chicago, Milwaukee, and St. Paul 
Railroad. A. M. Borax. The Proposed Canadian-American 
Reciprocity Agreement of 1911. W.G. Swartz. 


Annals of the American Academy of Political and Social Science. 


NoveEMBER, 1930. This number deals- with China. Part I: Funda- 
mental Background. Part IL: Social Conditions. Part III: 
Industrial and Commercial Development. Part IV: Internal 
Politics and Government. Part V: The Frontier Provinces. Tart 

VI: China among the Nations. 
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Wheat Studies. 


(Stanford, California.) 
NoveMBER, 1930. The United States Wheat Flour Export Trade. 


JanuaRy, 1931. Survey of the Wheat Situation, August to November, 
1930. Strikingly low and sharply declining wheat prices. Ship- 
ments from Russia of record size for post-war years were added 
to a moderately large crop in the rest of the world and a heavy 
carry-forward. Nevertheless wheat supplies available to the 
Western World are probably no heavier than in 1928-29. The 
recent policy of the Federal Farm Board is discussed. 


Revue d’Economie Politique. 


SEPTEMBER-OcTOBER, 1930. Les théories économiques du salaire. 
F. Smuranp. Les actions a vote privilégié au point de vue écono- 
mique. R. Picarp. Aprés les conférences agraire de l’Europe 
centrale. F. Devatst. Les sources de marxisme. J. DELEVSKY. 
L’euvre économique de F. von Wieser. M. Rocur-Acusson. 
Dela distinction entre agriculture et Vindustrie. J. FAUGERAS. 


Revue de l'Institut de Sociologie. 


JULY-SEPTEMBER, 1930. La disparité des pouvoirs d'achat deVor. G. 
DE LEENER. 


Journal des Fconomistes. 


OcToBER, 1930. Changement de structure dans la vie économique des 
Etats de ’ Europe centrale. E. Hantos. L’industrie automobile. 
M. Carsow. 


NovEMBER, 1930. La crise agricole et la lutte avec elle. S. B. 


DreceMBER, 1930. Le Brésil économique. R. J. Prerre. La ville- 
champignon. R. StvimLoT. La Bourse de Copenhague. M. 
CARSON. 


Schmollers Jahrbuch. 


Aprit, 1930. Die dret Nationalékonomien. EHinige Ausserungen zu 
Werner Sombarts Werk. Reviews of, and discussions on, Som- 
bart’s recent book by AMonn, LANDMANN, SINGER, SALIN and 
ScHack occupy 94 pages. Amonn is very critical of Sombart’s 
attempt to introduce order into the “ chaotic ” condition of the 
science; Landmann discusses the philosophical basis of the book ; 
Singer writes appreciatively of Sombart’s attitude to the conflict 
between theoretical and historical investigation; Salin treats the 
work from an historical view-point, while Schack discusses 
the basic principles of national economy as dealt with by Sombart. 
Begreifen und Versuchen. Lupwia v. Mises. This article also 
deals with Sombart’s work and considers his criticisms of econo- 
mics. Hin System der Soziologie als werdender Universalitét der 
Sozialwissenschaften. Zu Franz Oppenheimers Versuch. W. 
Buievucets. A second instalment of Bleugel’s critical appraisal of 
Oppenheimer’s ideas, which makes reference to his notion of solving 
the social question by settlement, and to his criticisms of the 
marginal utility theory. Zur Theorie des Klassenbegriffs und der 
proletarischen Klasse. T. GEIGER. 
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JunzE, 1930. Der “ Uberbau”’ und die Wissenschaften von Staat und 
Gesellschaft. C. BRINKMANN. Das Wirtschaftssystem des Kapital. : 
ismus. Hine Auseinandersetzung mit Werner Sombart. W. Mits- 
CHERLICH. Argues that Sombart’s definition of capital is too 
narrow; if this is widened and altered properly the case against 
capitalism disappears. Kapitalistischer Geist und Verwaltungs- 
biirokratie in offentlichen Unternehmungen. EE. LANDAUER. 
Verschiebungen gemeinschaftlicher Ziele im Pazifik. T. SURANNI- 
UNGER. 

Aveust, 1930. Zur industriellen Entwicklung Sowjetruszlands. P. 
BrerkenkorFr. Sketches the period leading up to the Five-Year 
Plan, and discusses how far it has been effectively carried out— 
particularly with respect to the quality of production. This he 
finds to be so poor that it seriously threatens the feasibility of the 
Plan. Much concentration of industry has occurred undoubtedly, 
but there is dire need of effective rationalisation, the education of 
middle and higher technical staffs, and particularly of reduction 
of costs and the provision of capital funds. Die Preislehre von 
Othmar Spann. A. Biimovic. Grundfragen der Theorie des 
Verkehrswesens. W. WerppicEN. Der Mittelstand als Klasse. 
L. FRISZCHING. 

OctToBER, 1930. Die italienische Getreideschlacht. F. Bocutina. Der 
Mietpreis in der Wohnungszwangswirtschaft. F. Litar. Grund- 
sdtzliches zur Marxschen Kritik an der Quantitdtstheorie. S. 
WENDT. 

DrEcEMBER, 1930. Gebundene Wirtschaft oder Spdtkapitalismus. W. 
MitscHERLICH. Kapital und Kapitalismus. O.VON ZWIEDINECK- 
Stprennorst. Line Auseinandersetzung iiber das Transfer- 
problem. A. Léscu. Die Lebenshaltung von Arbeitern der 
Fordwerke in Detroit. H.STAEHLE. 


Archiv fiir Sozalwissenschaft und Sozialpolitik. 


Aveust, 1930. Zur Politik und Theorie der Verteilung. J. MARSCHAK. 
The inaugural lecture of Prof. Marschak at Heidelberg. Dis- 
cusses the essentials of a legitimate scheme of Distribution, with 
special reference to Production and Purchasing Power. Die 
Stellung der Lausanner Schule in der Grenznutzenlehre. KE. Quitt- 
NER-BERTOLASI. Argues that the doctrine of the Lausanne school 
has prevailed over the Austrian school’s view except in dynamic 
and mathematicaleconomics. Die Perspektiven der Kollektivierung 
der russischen Landwirtschaft. P. Prrrorr. The writer was 
formerly a Communist, and the present article is published for 
information. The author agrees that large-scale agriculture is 
preferable, but believes that over-hastiness is likely to cause 
disastrous results. Wissenssoziologie und Marxismus. E. LEWAL- 
TER. Probleme der Strafvollzugsstatistik. E. J. GUMBEL. 

OctoBER, 1930. Die Grundformen des menschlichen Zusammenlebens. 
W. SomBart. Uber den Einfluss von Anderungen der Nachfrage 
auf die Monopolpreisbildung. E. SCHNEIDER. 

DreceMBER, 1930. Die Geldvermehrung und die ‘‘ Preisscheren.” 
A. A. Soxotorr. Die Grundlinien der wirtschaftlichen Entwick- 
lung Russlands, 1861-1917. A. F. ENotasEwsky. Uber das von 
einer Familie tdglich zu leistende Arbeitspensum und den 
Rhythmus des Familienlebens. M. Baum. 
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Zeitschrift fiir die gesamte Staatswissenschaft. 


NoveMBER, 1930. Berufsbeamtentum in England. F. M. Marx. 
A study of the development of bureaucracy in England. Land- 
wirtschaft und Besteuerung. W. M. von Bissinc. A critical 
review of recent proposals. Die Meistbegiinstigung in den 
Handelsvertrégen im Wandel der Zeiten. J. KuniscHer. On the 
advantage of the unconditional (European) most-favoured-nation 
clause over the conditional (American). 


Zeitschrift fiir Nationalékonomie. 

OcroBER, 1930. The Relation between International Trade and Inter- 
national Movements of Capital and Labour. B.Ouutn. The class- 
ical economists made the theory of international trade part of 
their general theory of value. Since that theory of value has been 
discarded it remains to construct a theory of international trade 
in accordance with modern value theory. The author shows how 
one can arrive at such a theory of trade. A great number of 
special cases and types of movements are discussed. T'he Relation 
between Productivity of Capital, Wages, and Interest. R. Von 
GENECHTEN. A discussion of Béhm-Bawerk’s theory, mainly 
critical, with an attempt to re-establish the connection between 
the theories of imputation and interest. The author Offers a 
general solution in mathematical terms. The Life-work of Knut 
Wicksell. EX. Sommarrn. In the author’s view, Wicksell’s work 
deserves much more attention, especially on the monetary side, 
than it has received. (All these articles are in German.) 


Jahrbiicher fiir Nationalékonomie und Statistik. 


NovEMBER, 1930. Wirtschaft und Politik. J. GRUNTZEL. Grenz- 
nutzen, Indifferenz, Elastizitét, Durchschnittsnutzen. J. NxEv- 
BAUER. 

DECEMBER, 1930. Objekt und Methode der Betriebswirtschafislehre. 
A. HOFFMANN. 

JANUARY, 1931. Arbeitslosigkeit und Kurzarbeit. W. WoyTINsky. 
Gegen einen gewissen Missbrauch mathematischer Formulierungen 
in der theoretischen Nationalékonomie. P. LORENZ. 


Weltwirtschaftliches Archiv. 


JANUARY, 1931. Die Bank fiir internationalen Zahlungsausgleich. E. 
Satin. The international economic possibilities of the Bank are 
much limited by its Statutes. It has not been able to contribute 
to the smoothing of Reparation payments through an extension of 
world-trade, nor to solve the problem of Co-operation by a gold 
clearing. Its strength lies in its function as a deposit bank of 
Central Banks. Protection and non-competing Groups. B. OHLIN. 
Criticises the recent theory of Manoilesco, that, as manufacturing 
industry has a higher output per worker than agriculture, it is 
advantageous to protect the former. The existence of real 
differences in wages owing to hindrances to mobility is in a certain 
sense a loss, which can be reduced by protection, though other 
forms of action against it are preferable. It is argued that Taussig 

has made a serious mistake in the theory of non-competing groups. 

Kapitalbildung und Steuersystem. H. HERKNER. A discussion of 
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the Report of the Conference at Eilsen on this subject ; including 
the questions of the contribution to Capital of different scales of 
income, the causes and range of tax evasion, the influence of 
taxation on production. The reviewer regards the Report as of 


- great importance to an understanding of the German tax problem. 


Die finanzpolitische Bedeutung der Zélle. R. KAppri. A dis- 
cussion of tariffs as an instrument of finance—politics. An attempt 
is made to estimate the consequences of changes especially in 
agricultural tariffs by a mathematical argument, which is related 
to the most recent inquiries into elasticities. Vom Staatsbudget 
zum einheitlachen Finanzplan. KR. Lzrontier. A discussion of the 
Russian financial problem, by reference to the changes created in 
budget methods since the Five-Year Plan. Die Finanzierung des 
russischen Aussenhandels. E.M.SHENKMANN. Special reference to 
the banking organisation for the finance of foreign trade since 1922. 
Die Entwicklung der europdischen Finanzmonopole in der Nach- 
kriegszeit : die Entwicklung der Tabakmonopole. H.Gross. The 
inquiry is centred round a comparison of costs of production and 
distribution, which was regarded as the most general expression of 
the special market strength of the Monopoly. Die aussenwirt- 
schaftliche Entwicklung Norwegens in der Kriegs- und Nach- 
kriegszeit. I. WepERwaANG. Uber die Elastizitét des Verbrauchs 
egyptischer Baumwolle. C. BREscIANI-TURRONI. 


Giornale degli Economisti. 


OcToBER, 1930. La XIX riunione della Societa italiana per il 





progresso delle scienze. G.M. This number of the Giornale is 
devoted to the reproduction of a number of papers on problems 
of the Corporative State read to the 19th Meeting of the 
Italian Society for the Advancement of Science. Jl procedi- 
mento sperimentale dell’ economia corporativa. U. Gossi. La 
tradizione economica e il corporativismo. C. E. FERRI. Economia 
corporativa e wpolitica economia. A. Lanzt1o. Legislazione 
sociale e regime corporativo nel quadro dell’ economia scientifica. R. 
Benini. Le basi teoriche dell’ organizzazione italiana del lavoro. 
C. ARENA. PROFESSOR GOBBI emphasises the experimental nature 
of the corporative system of organisation ; the aim is the raising of 
the whole level of the national life, but those directing the system 
are not bound by adherence to any particular theories or principles 
in accomplishing their task. Proressor Ferri regards the 
Corporative State as a return in some measure to the wider and 
more balanced views expressed by some of the earlier political 
economists, notably Adam Smith, and as a reaction from the one- 
sidedness of the socialists on the one hand and of the scientific 
economists of the modern abstract school on the other. According 
to Prorgessor Lanzitto: “ The struggle of Fascism against the 
Liberal State was above all directed against the inertia, the 
toleration and the scepticism of the Liberal régime in regard 
to the economic phenomena, especially the class conflicts over 
the distribution of the national income. . . . The Fascist régime 
wishes to substitute for the State’s attitude of toleration an 
effective policy, elastic and positive, which will enable the State 
to participate vigorously in all phases of economic life, both to 
prevent individual egotistic interests from prevailing to the 
detriment of other sections of the community and to favour those 
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4 economic interests which appear to correspond best to the general 
of interests of the nation.” He points, however, to certain possible 
of dangers—firstly, the costliness of the organisation; secondly, the 
of danger of suppressing initiative; and, thirdly, the risk of crystal- 
L. lising the economic system in the event of misuse by the Cor- 
- porations of their power to prevent the emergence of new enter- 
t —(é prises. PROFESSOR BENINI urges the justification on economic 
n : grounds of the labour legislation embodied in the famous Carta del 
d ; Lavoro, in view of the weakness of the workers’ bargaining power 
t which renders inadmissable the assumptions of a free competitive 
e market for labour. Only the employers can normally regulate 
2 their demands by the marginal method, 7?.e. by balancing increments 
$ of return against increments of cost; the workers can only balance 
) the total utility of the wage offered against the total disutility of 


the work to be performed. There is thus a presumption that the 
worker will make a worse bargain than the employer, and this 
, i justifies the interference of the State in the interests of the 
workers. PROFESSOR ARENA develops much the same point, 
though with different arguments, in defending the Italian system 
of wage regulation—universal (and legally enforceable) collective 
agreements, with recourse to conciliation boards, and eventually 
to an arbitration tribunal empowered to make an.award binding, 
not only on the parties to the dispute, but also on all those engaged 
in the occupation concerned. 


NovemBeER, 1930. Jntorno alla determinazione empirica della domanda 
e dell’ offerta. L. AMoroso. A suggestion is put forward for a 
form of differential equations to represent historical curves of 
demands and supply. Cenni sull’ influenza esercitata dall’ economia 
italiana classica sulla scienza economica internazionale. R. MICHELS. 
An enumeration of the principal early Italian economists with some 
indication of their influence on the development of economic 
thought in other countries. La situazione delle casse di risparmio 
ordinarie attraverso le vicende della lira. L. Passarpi. The 
Italian savings banks now control funds equal to those of 1913, but 
the greater part of these funds is invested in State securities; it 
is urged that they should mobilise these resources by investing on 
a much larger scale in productive undertakings, e.g. in agriculture, 
hydro-electric schemes, etc. 


La Riforma Sociale. 


NovEMBER—DECEMBER, 1930. Scienza critica e realita economica. P. 
JANNACONE. A vigorous criticism of a recent book by U. Spirito 
entitled Critica dell’ economia liberale, in which the latter attacks 
the main body of modern Italian economists on the ground that 
their work is based on the hedonistic calculus and ignores the 
wider realities and necessities of the national economic life. Nota 
intorno ad alcunt problemi sulla ripartizione dell’ oro. PROFESSOR 
CaBIATI discusses briefly a number of problems connected with the 
distribution of gold at the present time. Jntorno al contributo 
sindicale. G.F. Vu ua. The first part of this article consists of a 
concise and useful summary of the present organisation of the 
Ministry of Corporations and of the Corporations themselves. 
This is followed by a discussion of the precise position, within the 

classification of taxation, of the compulsory contributions levied 

by the Corporations on their members. It is concluded that these 
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‘ 


contributions have the character of a 
“ special ” tax. 


‘general’ and not of a 


De Economist (Haarlem). 


OctoBER, 1930. Wettelijke regeling van het Accountantswezen. C. A. 


BuiazeR. A discussion of the position of the accountant’s pro- 
fession in Holland, and of recent proposals for its regulation and 
for the registration of its members. Suriname en zijne bankin- 
stelling. C. F. Scnocn. A defence of the Bank of Surinam 
(Dutch Guiana), written by the chief director, against recent 
criticisms by Professor Verrijn Stuart and Professor van Gijn. 
These writers reply to Dr. Schoch in two additional short articles, 


NovEMBER, 1930. Bescherming en Actieve Handelspolitiek. S. Pos- 


THUMA. A discussion of current protectionist controversy in 
Holland from the Free Trade position. The author discusses 
(i) protective duties; (ii) the so-called “active trade policy ” 
which aims at measures to secure a reduction of foreign duties. 
Protection involves a subsidy of one at the expense of others, but 
this is not in itself a conclusive argument against protection. That 
protection be permissible, four conditions are necessary: (i) it 
must not be at the expense of other industries which are themselves 
in difficulty; (ii) it must be temporary; (iii) it should promote 
natural development and not seek to prevent what cannot be 
prevented; (iv) it must not encroach on the national income. 
Emphasis in the subsequent discussion is laid on the fact that the 
burden of protection tends to be shifted to industries which are 
least suited for the extra burden, and that protective duties like- 
wise postpone a process of adaptation which is nevertheless 
inevitable. The special circumstances of Holland with regard to 
the protectionist arguments are detailed. In principle the “ active 
trade policy ” is completely opposed to protection, since professedly 
it aims at lowering duties elsewhere. This “‘ dangerous weapon ” 
is considered, especially with regard to its application to Germany. 
Over Landbouwcrises. G. MINDERHOUD. On the agricultural 
depression ; a reply to an article by Mr. Westerdijk in a previous 
number, arguing that the view therein taken was too pessimistic. 
Mr. Westerdijk replies. 





NEW BOOKS 
British. 
Bentwicu (N.). The Mandates System. Longmans. 9”. Pp. 


200. 15s. 


BEVERIDGE (W. H.). Unemployment: a problem of industry 


(1909 and 1930). New edition. Longmans, Green. 83”. Pp. 514. 
21s. 


Bowie (J. A.). Rationalisation. Pitman. 84”. Pp. 36. Is. 
Canney (E. E.). Monetary Reform. What money scarcity means 


to you. 2nd ed. Manchester: H. Fieldhouse & Co. 84”. Pp. 77. 
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The Essentials of Federal Finance. A contribution 
to the problem of financial readjustment in India. Oxford University 
lls. 6d. 


CoyaJEE (Sir J. C.). 
Madras University. 8}”. 


Das (R. K.). 


The Indian Currency System (1835-1926). 
Pp. 326. 7s. 6d. 


The Industrial Efficiency of India. P. S. King. 


Pp. 212. 8s. 6d. 
De La VALETTE (J.). 


The Economic Prospect before the Indian 


East and West, Ltd. 93’° Pp. 41. 2s. 6d. 


The Indian Public Debt. Bombay: D. B. Tara- 
(London: Kegan Paul). 7”. Pp. 382. 8 Rs. 


The Work of a Bank. 5th ed., revised and re- 


Dusey (D. L.). 
porevala Sons & Co. 


Easton (H. T.). 
written by H. G. Hodder. 


Effingham Wilson. 73”. Pp.312. 7s. 6d. 


The Manufacturing Industries of the British 


ERLANGERS Lp. 
Part I. Canada. 
2s. 6d. each part. 


Hype (H. E.). 


Part II. Australia. Erlangers Ltd. 13}”. 


The Price of National Security. P. S. King. 


Kerynss (J. M.). 


A Treatise on Money. Vol. I. The Pure Theory 
of Money. Vol. II. The Applied Theory of Money. Macmillan. 84”. 


KIDDIER (W.). 


The Old Trade Unions; from unprinted records of 
Allen and Unwin. 7}”. Pp. 245. 7s. 6d. 


History of the Financial Administration of 
Ireland to 1817. P.S. King. 84”. Pp. 360. 15s. 


Property in the Eighteenth Century, with special 
reference to England and Locke. Cork University Press. (London : 


the brushmakers. 
Krernan (T. J.). 


Longmans, Green). 
Leacock (S.). 


Pp. 252. 10s. 6d. 


Economic Prosperity in the British Empire. 
Pp. 246. 


Commercial Goodwill: its history, value and 
2nd edition. Pitman. 84”. Pp. 271. 15s. 


Boys in Trouble; a study of adolescent crime 
John Murray. 7}”. Pp. 292. 6s. 


Constable & Co. 
Leake (P. D.). 
treatment in Accounts. 
LE MEsuRIER (L.). 
and its treatment. 


MacLavucuHuin (M.). 
Pp. 214. 6s. 


Newest Europe. Longmans, Green. 7}”. 


Marriott (Sir J. A. R.). How we live. Oxford University Press. 


Pp. 142. 2s. 6d. 


Pat (N. M.). 
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